Credit starter to bank president . . . See page 3 





SEs eat eee a ek ed ee ae a 


Some Customers | @ “lt Suechowe Bocas 
show improved 
Pp aying habits ssp |p = ee 


yre 7415 
1277 
1063 
787 
689 


eT On eS ee eee 
ee 


Here is ) 
an example— ic * Credit Interchange Burear Hoodunt closed 


CENTRAL OFFICES of the NATIONAL JASS 
h 512-514 Arcade Building 
on the same Ths canrory of tis Super te eet qrerened. te eoeae aro outed  guad fait tron manbon ond sont v0 vos by Si Bese 


of PRP coD 
ST LOUIS 1, MO. 1-10-30 
1-10-30 
foiling to communicate the 


cunusness | | wow So COMMENTS 
acco Un f: 2-10-30 
yrs 


7-50) 2217 873 Improving 
8-50 675 30 


coD 
2-10-30 
1-10-30 


Credit Interchange Barea 5 | Inproving 


CENTRAL OFFICES of the 
512-514 Arcode Building ae “a 
ST. LOUIS 1, MO. 


LF Formerly COD 


COUNTY. C vases 24, 128) 





« Bureou without liability for negligence in 
The eccuracy of this Report is not guoronteed. Ws content ore gathered in good faith trom member ae ent to you by the 
ee an a gothered. 


2-10-30 | x Improving 
Improving 

2-10-50} x ; 
2-10-30 | x 
2-10-30 


. Improving 
4-10-50 
1-10-30 
2-10-30 
1-10-30 


1-10-30 


1-10-30 
a The wise Credit Executive who consistently 


1-10-30 keeps his files up to date, by getting Credit 
Interchange Reports at regular intervals, 
$-10-30 


takes advantage of such a situation. He con- 


#10- Improvi . isabili justi 
2-10-30 nonenine siders the advisability of adjusting upwards 


Bu 55 Ch 
the line of credit of the customer who is 
making satisfactory progress—thus making 


possible increased sales for his company. 


Your Bureau will be glad to give you full information about 
Credit Interchange service... If you prefer, write 


Credit Interchange Bureaus 
NATIONAL ASSOCIATION of CREDIT MEN 
o12-14 Areade Building . . . ST.LOUIS 1. MO. 





A woman’s prayers, overheard in a lonely 
forest, launched the career of one of America’s 
foremost educators, William Holmes McGufley 

While riding along a trail in 1818, the Reverend 
Thomas Hughes, a prominent pioneer, heard a 
woman praying that her children might receive 
an education. As a result of his investigation he 
arranged to have her stepson William McGuffey 


J 
attend the Old Stone Academy in Darlington, 
Pa. Though the family considered this episode 


Bitthplace O M'Guffeys Feaders BL a miracle, in later years McGuffey himself used 





to remark quizzically that his practical step- 
mother probably timed her prayer to be heard 
both by the Almighty and His earthly repre- 


sentative. 


Born on the Pennsylvania frontier in 1800, 
McGuffey as a boy received only rudimentary 
education. Even after entering the academy 
his home duties prevented full-time attend- 
ance. He memorized his lessons, however, and 
recited them aloud while at his chores, thus 
developing his renowned oratorical ability and 
the memory which enabled him to repeat 
verbatim many books of the Bible. 


After working his way through Washington 
College and teaching summers, McGufiey be- 
came a professor at Miami University in 
Oxford, Ohio. Here in 1833 he and his wife 
moved into their new home (now owned by 
Miami University) where the idea was born 
for the readers which made his name a house- 
hold word. Here, with his own and neighbors’ 
children, he tested his theories of education, 
often holding classes outdoors with pupils 
seated on logs. His highly successful series of 
readers incorporating his teaching methods 
proved far superior to earlier textbooks not 
only in their carefully graded material but in 
the use of numerous illustrations which ap- 
peared in later editions. 

A striking figure in his black bombazine suit 
and stovepipe hat, McGuffey was an unfor- 
gettable teacher and his readers had untold 
influence on the mental and moral development 
of generations of schoolchildren. 


The Home, through its agents and THE H OM E w 
brokers, is America’s leading 
insurance protector of American homes HOCH CEe 
and the homes of American industry. Home Office: 59 Maiden Lane, New York 8, N. Y. 
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Editorial 


Need for an ethical revival 


ERHAPS one of the reasons the United States has made so much progress in 
I scaices with some other nations is that we had reasonable political stability 

Many countries in this hemisphere have been plagued with revolution, counter- 
revolution, and change of government so frequently that not only commerce and industry 
but the people themselves were constantly kept off balance. Some of these nations have 
indulged in government practices which would have been considered highly unethical 
and immoral in our own nation. Payments to public officials for favors and graft on public 
works became so commonplace that it was almost an accepted practice acquiesced in by 
an indulgent people. 


It is only in recent years that we too have drifted towards practices which if not 
illegal are unethical, selfish and immoral. We have seen special privileges granted to 
pressure groups, taxpayers’ money made available to the unworthy if they had the proper 
political influence and policies of cash distributions immediately preceding elections. 
All of these practices are not in keeping with our tradition. When these practices are 
acquiesced in or even condoned as normal political rewards it is only natural that this 


whole attitude of mind would filter down through and among the people. 


It is little wonder, therefore, that our nation is disturbed at the growing evidence of 
the practice of racketeering, gambling, fixing and political influence alliances. This nation 
needs an ethical revival and the starting point of it is in our own government. Unless we 
have it there will be a diminishing confidence in government and a breakdown of ethical 
standards in all of our relationships. 
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Arthur H. Quay, recently i. Official Publication of the 
elected president of the First 
National Bank of Minneap- 

olis, is one of those exam- F ; | ny Cc | w a 
ples of a credit executive 
who started at the bottom MANAGEMENT 
and arrived at the top. He 
started in the credit depart- 
ment of his bank 33 years 
ago and moved up step by 
step—manager of the credit 
department, assistant cashier, 
vice-president, director and CONTENTS 

now president. He also 

serves as director of two 

other banks, a service cor- Need for an ethical revival (editorial) Henry H. Heimann 
poration and an _ insurance 
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Letters to the editor . 
company. 
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Thirty days in Washington 


As in his banking career, 
so in his association work Experience—or expediency? Henry H. Heimann 6 
Mr. Quay has served in every 


cums tek ennai Credit policy for an over-bought market M. J. Slikas 10 
member to president, to As acreditor ... . Carl B. Everberg 13 
which office he was elected 
in 1937. He is presently a A one-man business clinic Eugene W. Walrath 14 
member of the Minneapolis 
5, ) : 
heendinieets abdlaniy Wound What does it mean? . Helen M. Sommers 18 
and lends his vast credit and Keep the salesman your friend! J. E. Walsh 22 
banking experience to that 
organization. He also lec- Supreme court rules on taxation of 
tures frequently before the interstate carriers W/. Randolph Montgomery 24 
Minneapolis chapter of the ‘ 
’ ! \A 

National Institute of Credit. You're the doctor! W.-H. Carhart 25 

In the modern office . 26 


Mr. Quay is active in 
Community Chest work and Results of letter-writing contest 27 
has served on his County ae 
chest council as treasurer for Association news 2 
five years. He is active also 
in church work. He is mar- 
ried and the father of four 
daughters. 
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Foreign trade 
New York 

The article, “To Avoid Unneces- 
sary Risks in Foreign Trade, Insist 
on Letters of Credit for Export.” 
in your March issue should prove 
of. extreme interest to exporters, 
especially those who have been ex- 
tending credit where credit is justi- 
fied. Because of selective extension 
of terms, under the direction of a 
qualified resourceful credit execu- 
tive of sound judgment, many ex- 
porters are now, as in the past, con- 
ducting a substantial and profitable 
volume of export business on terms 
other than letter of credit with a 
loss ratio in many cases smaller than 
those experienced on domestic trans- 
actions. 

Export organizations which are 
not restricted to doing business on 
a letter of credit basis because of 
industry or company policy would 
undoubtedly testify that the major 
portion of their volume is on terms 
other than letter of credit. It is 
reasonably certain that in instances 
where credit terms on business are 
properly analyzed on the basis of 
existing factors applicable to the lo- 
cation of the customer, credit losses 
would prove negligible and much 
profitable business procured which 
would otherwise be lost to competi- 
tion. I believe we may assume that 
no good credit executive would con- 
tinue to extend credit to customers 
merely as a “favor” if it were other- 
wise unwise to grant terms. 

Before putting into effect any re- 
vision in policy changing from the 
extension of mixed terms to cus- 
tomers to a policy of letter of credit 
terms only, it would seem advisable 
to take into consideration the fol- 
lewing factors along with any other 
elements involved : 

Generally speaking, devaluation of 
foreign currencies went into effect 
several years ago. 

There is considerable discussion 
today as to whether or not some of 
these currencies are under-valued 
as related to the dollar; and due to 

inflation, we perhaps would find 
some uneasiness on the part of for- 
eigners concerning their holdings of 
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dollars rather than their own cur- 
rency. 

Foreign dollar reserves have been 
increasing steadily and substantially. 

Some countries have dollar ex- 
change available in excess of dollar 
requirements for present rate of 
importation of U. S. goods. 

Foreign dollar import licenses 
issued for importation of dollar pur- 
chases of U. S. goods are in excess 
of our ability to fill the orders. 

Recent estimates of U. S. mer- 
chandise imports from foreign 
countries this year are eleven bil- 
lions, plus an estimated additional 
eight billions payable to foreign 
countries in dollars for services, 
private and government gifts and 
loans. 

The major portion of export 
sales are made on terms other than 
letter of credit. As of February 28, 
1951, fifteen reporting banks in the 
Second Federal Reserve District 
were holding drafts for ¢ollection 
from buyers in Latin American 
Countries aggregating 119 millions. 
On the same date these banks had 
outstanding confirmed letters of 
credit frem the same countries ag- 
gregating 270 millions. To the fig- 
ures on outstanding draft collec- 
tions, we would have to add the 
total of open account business con- 
ducted by exporters not covered by 
drafts. 

Various trade and credit asso- 
ciation groups report their members 
as having highly favorable credit 
experience in relation to volume 
and overall losses as being inconse- 
quential. 

Very truly yours, 

A. E. Gotsch 

The Studebaker Corporation 
Export Division 


The letter contest 


Westport, Conn. 

In your January issue, the prize- 
winning letter of Mr. D. D. Kelly 
carries a first paragraph reading 
“It is only natural that long years 
of association with a customer 
imbues us with a strong feeling of 
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appreciation for his support and a 
genuine interest in his welfare.” 

Several of our English experts 
in the office believe that the para- 
graph is incorrect, and should have 
read as follows: “ . mbue us 
with a strong feeling. . . .” 

We checked with an English 
scholar and are informed that Mr, 
Kelly should have used the word 
“imbue.” 

It was a good letter, but we 
thought we would bring the mis- 
take to your attention. 

W. E. Fertman 
The C. B. Dolge Co 


COMING 
EVENTS 


1951 
rs | 
September 27-28 


Northwest Conference 
Tacoma 


¢ 
October 17-18 


Tri-State Conference 
Lincoln, Neb. 


. 
October 18-20 | 


Tri-State Conference 
Syracuse, N. Y. 
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October 19-21 
Ohio Valley Regional 


Conference | 
Cleveland | 


& | 
October 20-21 | 


Midwest Wholesale Credi! 
Women’s Conference 
Cleveland 
















































































































































































THIRTY DAYS IN WASHINGTON 


A check list of items of interest to Financial Executives 









PRICE CONTROL FOR MANUFACTURERS: On April 24 Director of Price Stabi- 
lization Michael V. DiSalle announced Ceiling Price Regulation 22 which 
will affect 75,000 manufacturers throughout the country under a new 
price control system. The new order becomes effective May 28 and will 
limit all firms to pre-Korean prices plus actual factory payroll or 
material cost increases. The new order limits increases on most materi- 
als up to and including December 3l. 

















Under this new order the base period is April 1 through June 24, 1950 
and the ceiling price is the highest base period price of a commodity 
with adjustments for factory or payroll and material cost increases. 
Ceiling Price Regulation 22 applies to sales by all manufacturers in- 
cluding exporters except sales at retail and sales of commodities espe- 
cially exempted. Under this order manufacturer means a producer proc=- 
essor, assembler, finisher, printer or fabricator. It does not cover 
anyone who merely packages, labels, markets or sells a commodity or 
combines commodities without substantially altering them. 


Every manufacturer should write at once to the Office of Price Stabi- 
lization, Washington,D. C., or to the nearest office of that agency 
within its territory to obtain a copy of this regulation so as to be 
prepared for a ‘new price list to go into effect on May 28, 195l. 























In a "fact sheet" issued by the Office of Price Stabilization the 
following example of the aggregate method, simplest for most manufactur- 
ers for figuring cost prices under this new Regulation 22, is as fol- 
lows: 

Net sales for last fiscal year in 1950.....$1,000,000 

Increase in materials costs $100,000 

Decreases in costs 50,000 


Net increase in costs 50,000 
Materials cost adjustment factor ($50,000 divided by $1,000,000.......5% 


The 5 per cent is added to a commodity's base period price. 






Materials cost changes up to December 31, 1950, may be included, or up 
to March 15, 1951, in the case of raw materials, imports, basic ores and 
metals, and other materials not covered by the regulation. 


Price Regulation 22 does not apply to sales by manufacturers of the fol- 
lowing commodities; most of them are now or are to be covered by other 
0O.P.S. regulations: raw agricultural products, raw forest products, 
fuels, industrial materials, chemicals, hides and skins, leather, stone, 
clay, textiles, apparel and footwear, tobacco products, passenger auto- 
mobiles, food and kindred products, precious jewelry, works of art, pub- 
lications and lead pencils 


REGULATION W CONSUMER CREDIT: Effective April 1, 1951, the Federal Re- 
serve Bank issued an order designating automobile appraisal guides for 
the purpose of Regulation W. A copy of this memorandum may be obtained 
through your bank or any Federal Reserve office. 









WHERE TO CHECK ON LOAN APPLICATION: The Voluntary Credit Restraint 
Committee created pursuant to the program for voluntary credit restraint 
as authorized by the Defense Production Act of 1950 has appointed 20 
regional committees to which inquiries by lenders may be addressed re- 
garding lending activities under this program. One such committee is 
located in each Federal Reserve District. 


it 





Experience—or Expediency? 


WENTY years ago, in this 
same room, we met together in 
the shadow of a great trouble. 
Today we meet in the shadow of a 
more serious trouble, a crisis none 
of us envisioned in 1931. Then we 
met in the fear that our business 
structure might tumble about our 
heads from economic starvation. 
Today we meet in the fear that our 
business structure may tumble about 
our heads from economic drunken- 
ness. Then we fought our way out 
of our difficulties by facing facts. 
How are we to fight today? 
Weare credit men, mercantile and 
bank credit men who think and talk 
alike. We live on facts. Propaganda 
doesn’t feaze us. Double-talk doesn’t 
fool us. High sounding maxims and 
unfulfilled promises do not influence 
us. When a difficult situation con- 
fronts us we cope with it, swiftly, 
definitely, basing our decisions on 
facts and nothing but facts. If we 
haven’t the facts we go to our Inter- 
change bureau to get them. If the 
facts show an account is in diff- 
culties we turn to our Adjustment 
and Collection bureaus before the 
account goes beyond redemption. 
No other profession in the world 
has such frankness nor such con- 
fidence in colleagues nor such faith 
in facts as that of the credit execu- 
tive. He knows how precious, how 
potent a force credit is, not only in 
business but in governments, too. He 
knows that by sticking to facts he 
can keep both his own company and 
its customers vigorous and growing. 
Facts, facts and facts alone are de- 
manded. Let us look at some facts. 
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By HENRY H. HEIMANN 


Executive Manager, National Association of Credit Men 


This is the text of the keynote speech 
delivered during the opening session of the 
55th annual Credit Congress in Boston, Mas- 
sachusetts, on Monday, May 14, 1951. 


Good government a factor 


An essential foundation stone for 
sound credit is good government. 
For thousands of years people have 
searched for the best type of govern- 
ment. To this day, the ideal has not 
been found, and it never will be 
found so long as human frailties 
enter into it. 

The American representative form 
of government on its record for at 
least a century and a half has proved 
to be an efficient, if not outstanding, 
organization to serve its people. It 
was founded on basic principles that 
insured certain rights, equitable 
treatment, and justice not alone to 
its own people but to the people of 
the world. 

But the architects of good govern- 
ment can but plan it. The builders 


of the structure they plan must come 
from succeeding generations. Its ad- 
ministration must be founded on the 
desire to protect the citizen in his 
inalienable and legislative rights. 
Good government cannot come from 
legislation alone. It must come from 
the heart and soul of those who 
administer the legislation and make 
it effective. Unless there is this high 
morality of purpose, there is a de- 
struction of the will for good govern- 
ment. 


What is good government? 


You would have to scour the gut- 
ters to find anyone who would not 
agree that good government is indis- 
pensable to a free and prosperous 
nation. But what is it? Just what is 
good government? Men and women 
have been debating that question for 
thousands of years without coming 
to a conclusion, but some basic prin- 
ciples are conceded by all of them: 

It must be the guardian of the 
people’s freedom ; 

It must be the champion of the 
people’s freedom ; 

It must be the servant, not the 
master, of the people ; 

It must carry out the people’s deci- 
sions, not make them for the people; 

It must be an example to the 
people of industry, thrift and dig- 
nity ; 

In short, a good government is 4 
completely honest government. 

If a government is found to have 
this virtue of complete honesty then 
the individuals who form that gov- 
ernment will be found to be people 
of industry, character and self reli- 
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ance. If it has not, then its failure is 
definitely reflected in the spirit and 
will of its people. 

We might well pause to evaluate 
the trend in our own government, a 
government which in a century and 
a half has attained, or has had thrust 
upon it, the leadership of the world. 


What is the present trend? 


We said that a government should 
be the guardian of its people’s free- 
dom. Is there anyone willing to 
argue that our government has fully 
maintained our freedom, that it is 
not tending more and more towards 
individual restrictions? Isn’t it a fact 
that we only feel happy about the 
preservation of our individual rights 
because other nations are much 
worse off than we? 

We said that a government should 
be the champion of its people’s free- 
dom. When you consider the con- 
centration of power in a central 
government that has developed in 
the past decades, tending more and 
more to control our daily lives, can 
it be said our government is holding 
to the high purpose that the framers 
of the constitution had in mind? 

We said that government should 
be the servant, not the master, of 
the people. When you realize that 
about a third of your industry is for 
the benefit of government are we not 
fast approaching the position of 
being involuntary government em- 
ployees ? 

We said that government should 
carry out the people’s decisions, not 
make them for the people. Would 
anyone be so bold as to assert that 
the direction, control and regulation 
of our people in both domestic and 
international affairs reflects the will 
of the people who form the govern- 
ment? Would the government dare 
submit some of its programs both 
domestic and international to the 
vote of the people? Isn’t the idea 
growing in government that the 
people are not qualified to pass judg- 
ment on these issues but must be 
told when, where and what to do? 

We said that government must be 
an example to the people of indus- 
try, thrift and dignity. Can it be 
said that our government is attempt- 
Ing to administer its affairs in such 
a way that its citizens may enjoy 
the profits of their own labor? In 
the past twenty years the govern- 
ment has required 650 billions of 


dollars for its maintenance. This 
totals $43,333 for every living soul 
—man, woman and child—in our 
nation. The very word “govern- 
ment” has come to mean unnecessary 
bureaus, needless expense, ignorant 
intrusions. 

Can it be said that a government 
has character when it resorts to 
favoritism based upon political 
power or pressure? Can it be said 
to be strong when it confiscates from 
the industrious and thrifty and dis- 
tributes to those less industrious ? 

Have we lost the dignity of gov- 
ernment? Are we exploiting govern- 
ment positions for personal gain or 
advancement ? 


Are we truly honest? 


As to honesty in government have 
we forgotten the failure of our own 
government to keep its contract for a 
convertible currency. Did our own 
government not renege on its solemn 
promise? Have we not drifted to the 
point where the promises of political 
leaders in their bid for the support 
of the electorate are frequently de- 
liberately false? While the govern- 
ment has been spending billions of 
dollars for world peace, it has un- 
mercifully waged war against part 
of its own people. It has pilloried 
business. It has ridiculed opposi- 
tion. It has broken the spirit of too 
many of its people. 

It is said that we cannot remain 
stationary and that the world is in 2 
constant state of flux. Justification 
for many changes, social and other- 
wise, rests upon changing world 
conditions. The wars brought to this 
nation world leadership. We were 
by nature and industry qualified for 
this leadership. It is more question- 
able as to how we have discharged 
these responsibilities. We have 
moved forward on an assumption 
that through the distribution of huge 
sums of money we could strengthen 
the world. Some aid in a critical 
period is, of course, essential to our 
leadership and a proper discharge of 
our responsibility to other people. 
But if we assume that financial aid 
without limitation is helpful to the 
world, we wholly ignore the lessons 
history so abundantly teaches us. 


““Money, money, money” 


So imbued have we been with the 
idea that we can cure all ills with 
money that the philosophy has been 
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ridiculed on the stage and in song, 
“money, money, money—do you 
want any money today?” 

We are living in such a swift age 
when major problems are developed 
in the morning and an attempt to 
solve them is made before noon. 
The old maxim that “haste makes 
waste” is well illustrated in world 
affairs particularly when you think 
of the major problems that have 
arisen because of the failure of 
statesmen to invoke mature judg- 
ment and deliberation and to think 
problems through to their logical 
conclusions. It can be well said that 
these snap-judgment decisions 
have placed us in the crisis we are in 
today. It is also a fact that internally 
some of our problems have resulted 
from impetuous action, 


Make haste slowly 


The ancient Romans had some 
good maxims too. One of them was 
a model of brevity—just two words 
—“festina lente”. Literally it meant 
“make haste slowly”. We might ex- 
pand that a little and translate it 
“make up your mind as soon as you 
can but take time to prove that you 
have the right answer”. 

We must slow down a bit. Before 
we jump to conclusions we must 
consider every angle to any problem 
and not merely be interested in the 
day-by-day results of our actions. 
We must have vision and look ahead 
if our decisions are going to be wise 
and in the interest of better world 
conditions or a_ better national 
economy. 

Let us give thought to just a few 
of the problems that confront not 
only this nation but the world also. 

When we programmed foreign aid 
for Europe, some of which certainly 
was necessary to keep them from 
starvation, we did not think the prob- 
lem through from two points of 
view. First, we did not insist in our 
own minds that our own economic 
system, which had made this help 
possible, should be maintained at 
all costs. We did not determine that 
the philosophies abroad, some of 
which are foreign to our own eco- 
nomic system, should be isolated 
abroad. Instead we assimilated some 
of the socialistic philosophies from 
abroad. The real price we paid for 
this aid was not the billions of 
dollars we earned and sent abroad 
but a secondary liability which looms 
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large in the American balance sheet 
today, namely, the adoption of a 
philosophy foreign to the American 
tradition. We need not have done 
so and with proper precautions we 
would not have done so. 

Again, in extending aid abroad 
for a long time and, in fact, until 
recent months, we did not produce a 
blueprint for self-help. We did not 
emphasize sufficiently to the bene- 
ficiaries that this aid was temporary, 
that the final solution of their prob- 
lems would have to come from their 
own efforts and industry. As a mat- 
ter of fact instead of doing this we 
gave aid and comfort to people in 
power who by no means reflected 
necessarily the will of the majority 
of their nations. If it did so at 
election time the margin of victory 
was so narrow as to make it very 
evident we were indirectly contrib- 
uting to the political future of the 
nation we were aiding. This cer- 
tainly we did not intend to do. Our 
whole aid was based on a free self 
determination of their type of gov- 
ernment and policies so long as they 
conformed to the basic human con- 
cepts. 


Security not a gift 


When we in our own country 
adopted means of social security in 
an attempt to make those who had 
labored more independent in their 
sunset years we did not stress the 
fact that this security had to be 
earned nor did we very well dis- 
charge our trusteeship by keeping 
the funds arising from this type ot 
taxation sacred and inviolate. More 
important still we emphasized too 
greatly the benefits of the plan and in 
our political bids we carefully 
avoided all reference to the fact 
that these benefits had to be earned 
and paid for with taxes. The result 
is that there is a philosophy abroad 
in the land that these considerations 
are a definite government obligation. 
Whether or not they are earned they 
are looked upon as inherent rights. 
The result has been a discourage- 
ment of thrift and of industry as 
well. It has made for a dependence 
on government which is the most 
insecure of all positions. Here then 
is another secondary liability we 
have assumed. 

When we subsidized agriculture 
and other interests we emphasized 
the fact that at no time in the future 
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need the beneficiary be concerned 
about having an adequate income 
unless we had a crop failure and we 
even provided against that. We do 
not emphasize that the payments 
made were the result of taxes from 
other groups. We did not continu- 
ously drive home the fact that our 
action was supplementary to a nat- 
ural economy and that when through 
the law of supply and demand these 
insurance features were unessential 
we would not continue them. No 
limitation was placed on these pro- 
grams and the result is that we 
assumed here a secondary moral 
responsibility to maintain them in 
perpetunity. . 

He would be a fool indeed who 
would suggest that government is 
not a constantly shifting institution. 
Only an ignorant man would not 
recognize that we have been in the 
midst of a world revolution for years 
and that it has not as yet, and prob- 
ably will not for some time to come, 
run its course. Not only have his- 
torians been well aware of the inevi- 
tability of this revolution but its 
coming has been prophesized again 
and again. Let us turn to our own 
country to get a prophetic statement 
made years ago. The late Edwin 
Markham seeing Millet’s world fa- 
mous painting of “The Man With 
the Hoe” was moved to write in 
part as follows: 


“Bowed by the weight of centuries 
he leans 
Upon his hoe and gazes on the 
ground, 
The emptiness of ages in his face, 
And on his back the burden of the 
world. 
Who made him dead to rapture and 
despair, 
A thing that grieves not and that 
never hopes, 
Stolid and stunned, a brother to the 
ox? 
i +s «= 


“O masters, lords and rulers in all 
lands, 
How will the future reckon with 
this Man? 
How answer his brute question in 
that hour 
When whirlwinds of rebellion shake 
all shores? 
How will it be with kingdoms and 
with kings— 
With those who shaped him to the 
thing he is— 
When this dumb Terror shall reply 
to God, 
After the silence of the centuries ?” 


He will not be answered by a 
Godless, communist regime. He will 
not be answered by those who aban- 
don him to his fate. 

He will not be answered by 
those who would feed and clothe 
him all the remaining days of his 
life without helping him become 
more industrious to improve his own 
state of being. 

He will be answered by a pro- 
gram that will aid him but allow him 
to maintain his self respect. 

He must be answered with such 
a program if our world civilization 
is to survive. 


Many changes in 20 years 


Many changes have taken place 
in the last twenty years. These 
changes are not all due to war, 
Rather it was under the protection 
of war that our present socialistic 
trend was engendered and launched 
on its way. These changes unfortu- 
nately may seem on a temporary 
basis to be favorable. They can con- 
tinue so long as there is still a re- 
serve of funds of credit or of conf- 
dence in industry—a reserve built 
years ago by our fathers. The meas- 
ured time for which they can be 
continued cannot be foreseen but it 
is abundantly clear that we are 
traveling a dead-end street and 
eventually must face the issue. 

Some changes have been of a 
more permanent and favorable char- 
acter, some not so favorable. Let 
me enumerate some of the changes 
that have taken place to remind you 
of the road we have traveled. 

Our government debt is now over 
a fourth of a trillion of dollars. 

Our tax load demands no less than 
one-third of our effort in support of 
government. 

Much of the dignity of govern- 
ment office has gone. 

The self-reliance of people is being 
whittled away through the paternal 
and socialistic programs of govern- 
ment. 

The shift in population now num- 
bers a growing majority of ouf 
people in the urban centers. 

The respect for parents no longef 
is maintained to the degree that 
characterized our youth of yesterday. 

Saving for old age is secondary 
to a Social Security program. 

Transportation has changed the 
character of our living in the past 
twenty years. 
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Science has altered our way of 
life. 

Respect for public servants has 
hit a new low. 

The village forum has been liqui- 
dated. 

Our professional attitudes have 
changed. To use one illustration, 
the country doctor is fast vanishing. 

Our dependence on government is 
going on apace. 

Our educational institutions have 
grown and expanded certainly but 
they are not meeting their respon- 
sibilities with courage. Neither the 
naturally brilliant student nor the 
plodder is given his full mead of 
assistance, the assistance to which 
he is entitled. In many cases the 
courses are geared to the slowest 
runner, leaving the brilliant man 
frustrated, chewing his fingernails 
from boredom. Or the brilliant stu- 
dent sets the pace and the hard- 
working, the desperately hard-work- 
ing, unbrilliant student is left gasp- 
ing and again frustrated, ripe for 
the brand-new classification “Dumb 
enough to bear arms for his country”. 


Thirteen suggestions offered 


What can we do to make sure that 
we do not repeat the mistakes that 
have been made time after time in 
earlier civilizations? What can we 
do to ensure for ourselves a govern- 
ment such as our founding fathers 
planned for us? What can we do to 
shore up the credit of our nation 
and rebuild a firm credit structure? 
[ have thirteen suggestions to make 
to you to achieve that end: 

A campaign to get every man and 
woman to vote. 

An educational program to get 


every person to think for himself, - 


to be alert against false propaganda. 

A campaign to show respect to 
those in public office who by action 
are demonstrating their statesman- 
ship—and there are many more of 
them than we realize. 

A stirring crusade to let the 
government know that its purpose 
is to serve the people and not to 
have the people slave for it. 

A respect for government when it 
honestly endeavors to carry out the 
will of the people. 

A crusade to re-establish elemen- 
lary morality—honesty, thrift, self- 
teliance and obedience to God. 


A willingness to help the govern- 
ment. 





Courage to oppose measures irre- 
spective of the smear and vilification 
that may face you. 

A recognition that God was 
bountiful to this nation and the deci- 
sion through a conservation policy 
to conserve His gifts. 

A frank discussion of the condi- 
tions necessary to our further aid 
abroad. 

A relentless fight on Communism 
in all of its forms. 

No appeasement that compro- 
mises a moral issue. 

A recognition that we face a 
terrible financial problem and that 
if this nation goes bankrupt the 
world will face chaos. 


We need more care in spending 


We must determine to have a 
sound fiscal policy, restore a con- 
vertible currency and demand a 
government we can afford to pay for. 

In a modern government, for a 
nation as large as the United States, 
the physical demands upon honest 
and qualified government personnel 
are tremendous even in normal 
times. They are almost an im- 
possible burden in a defense or war 
effort. Therefore, the following sug- 
gestion is made as a patriotic service 
to our nation and world as well. We 
have reached the point where every 
dollar must be weighed carefully 
irrespective of the purpose for which 
it is spent. You cannot spend 70 
billions of dollars efficiently without 
having the aid of the best talent 
supervising such expenditure. 


Use qualified men 


Let the government turn to quali- 
fied agencies to provide emergency 
aid in its procurement. 

Ask the National Association of 
Purchasing Agents to recruit for 
the government the best purchasing 
officers of private business. 

Transfer to them the supervisory 
authority over government buying. 

Ask the Controllers’ Institute of 
America to recruit for the govern- 


ment needed controllers drawn 
from private business to serve the 
government. 


Call upon the National Associa- 
tion of Cost Accountants for volun- 
teers from among the best cost ac- 
countants to handle renegotiation 
and other cost problems. 

Ask the American Institute of 
Accountants to recruit the needed 
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number of men to institute proper 
accounting and auditing supervision 
in the various government depart- 
ments. 

Recruit top credit executives and 
bankers of the United States to be 
the final authority in passing judg- 
ment on all government domestic 
loans. 

Recruit a sufficient number of for- 
eign trade credit executives and for- 
eign trade bankers to evaluate the 
character of foreign aid. 

These men with the aid of repre- 
sentatives of farm and labor groups 
could save billions of dollars in gov- 
ernment costs. The industrial and 
educational leadership of this nation 
could be prevailed upon to aid in 
policy analysis. 


Face critical situation 


No one will deny that we are 
faced with a critical situation. Is 
our country worth while and our 
way of life worth while? Do we 
wish to maintain them? If we do, 
isn’t a little sacrifice worth while to 
pay for the best form of government 
that the world has ever known? 

Credit executives meet issues. 
The credit profession is not afraid 
of the problems that confront it. 
You naturally try to eliminate all 
measures of uncertainty in your 
daily task. By doing this you insure 
successful credit management. The 
normal uncertainties that occur, 
ranging all the way from incompe- 
tency to acts of God, of their own 
account make your task not an easy 
one but you accept it because you 
like a challenge. You have every 
right to complain, therefore, when 
the government is unwilling or lacks 
the courage to meet the issues you 
must meet in your daily routine 
work. You cannot understand why 
the government should have a prior- 
ity on every conceivable claim. You 
know that our constitutional fathers 
intended the government to have 
only this priority on tax claims. 
You also know that they fully ex- 
pected that the government would 
use due vigilance in the collection of 
its taxes, 

Because of this government prior- 
ity with 170 loaning agencies of the 
government scattered throughout 
the land you cannot help but feel that 
any customer of yours that does busi- 
ness with the government must be 
more carefully checked than those 
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25 years ago in 
CREDIT and FINANCIAL MANAGEMENT 


As a matter of fact it was then the CrEpiIr Montuty. The name was 
not changed until 1932, when it was decided that the title Credit Monthly 
was not a complete indication of the readership. 

€ 

An insurance company, in a quarter-page ad, published its annual state- 
ment as of January 1st, 1925. Its total assets were $14,189,226.93. On the 
ability side was the following entry: 


Reserve for taxes and all other liabilities . . . 348,000.00 
Taxes were tough in those days. That’s almost 24%2% ! 


A super-duper thriller story entitled “Madame Parini’s Cameo,” couched 
(“written” would be too mundane a word) in the flossiest language, de- 
scribed how a credit manager in the wholesale jewelry business had to 
be a Sherlock Holmes. The poor guy who was “took” was “stunned by 
the moral obfuscation of the business world.” He “stood motionless drink- 
ing in the poignant beauty of the minute carving.” “A smothered cry in- 
voluntarily escaped his speech-bereft lips.” In short it’s a darn good job 
he had that two-bit sleuth along! 

e 
New York was in the final stages of preparation for the 31st annual Credit 
Congress (as we call it today). 

e 
Seattle, Duluth, and Louisville were bidding for the 1927 convention. 
(Louisville won out.) Duluth supported its bid with a poem and a crack 
at the Washington weather during the 1925 convention, which was ap- 
parently hard to take. Louisville based its main argument on the fact that 
in 1927 J. Harry Tregoe would celebrate his 25th anniversary as executive 
manager, a job to which he was elected in Louisville. Seattle came down 
to earth and offered a wonderful time at reasonable expense. 


e 
DEPARTMENT OF NOSTALGIA: The Seattle bid mentioned a ten day trip 
to Rainier National Park, Lake Crescent, Lake Kaches, Monte Cristo, Victoria 
and Vancouver and a cruise through the San Juan islands. Total cost for ten 
days including transportation and hotel bills—$125. 


who do business with private com- 
panies. The government not only 
may have a claim at any time un- 


You who are gathered here to- 
day represent the best of the pro- 
fession. You form a unit that could 


known to you but what is more im- 
portant you are denied free access t2 
the government credit information, 
despite the fact that it is your money 
that the government is loaning. You 
have every right to work to elimi- 
nate this unfairness. 


You and you alone in the last 
analysis constitute the government. 
Those in charge of the government 
will only recognize this owner- 
ship by you if you become articulate. 
Therefore, you and your organiza- 
tion will fight for full and free in- 
formation on all government loans to 
parties of interest and will con- 
tinue to demand that creditors not 
be forced to underwrite a lax gov- 
ernment that fails to collect its taxes 
within a reasonable period of time. 
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be powerful in the restoration of a 
sound way of government and of 
life. You may feel you are a very 
small unit but you are a most im- 
portant unit. 

Our country is too young to go 
the way of other nations. It is too 
dear to us to abandon it. It offers 
the hope of a better world. 


Our important objectives 


Let us during these days, there- 
fore, in addition to strengthening 
the superstructure of sound credit 
which houses the problem of your 
daily credit life, examine the founda- 
tions as well so that a noble govern- 
ment conceived and dedicated to the 
ideal that all men are created equal 
shall not only not perish from this 


earth but above all shall not be made 

insecure by the termites that have 
been spawned through two world 
wars. 

Let us throw out expediency, let 
us learn from experience. 

There have been many statements 
made about credit executives, what 
they can do and have done to make 
the environment of business and the 
climate of business finer, clearer, 
cleaner. The prophet Isaiah just 
about summed up the credit man’s 
duties in one sentence: Where he 
says “man” read “credit man”: 

‘“‘And a man shall be as an hiding 
place from the wind, and a covert 
from the tempest; as rivers of water 
in a dry place, as the shadow of a 
great rock in a weary land.” 

For twenty years we have lived 
through fear and confusion. Our 
generally acclaimed prosperity has 
been a myth; the basis of it has 
been a fear psychology. In a sense 
much of our production has been 
due to fear—fear of war. Excess 
buying both in business and by con- 
sumers has been due to fear about 
the ability to get the necessities and 
luxuries of life. We publicly ac- 
knowedge fear of the enemy ; we fear 
the soundness of the dollar; we fail 
to speak the truth because we fear 
we may give offense if we do 90. 
Our actions are based upon expedi- 
ency rather than upon experience be- 
cause we fear the political conse- 
quence of forthrightness. 

Fear is an un-American attribute. 
A country as young as this must 
have the innate courage of youth. 
It is merely dormant. It should be 
awakened. Let us resolve to awaken 
it and face up to our task knowing 
in the end it is the only way we can 
hope to survive. 

We should not be exhibiting a 
measure of cockiness nor of vanity 
and boastfulness for these attributes 
are but a camouflage for fear. Let 
us have the courage born out of 
humility and determination, up- 
righteousness and common honesty 
—virtues which throughout the ages 
and into eternity will be the living 
symbols of courage. 

A call to arms is sounded. Like 
the Minute Men who in this very 
vicinity answered the call, let us 
resolve that we too will respond to 
the banishment of fear and to cot 
rageous action and that our responst 
will be not next year, next month, 
next week nor tomorrow, but today! 
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This firm designed a special 


Credit Policy for an Over-Bought Market 


these are times that try the 

souls of credit men, what with 
trying to enforce workable credit 
policies in a market featured by 
heavy inventory buying that has put 
many retailers in a grossly over- 
bought position. One of the chief 
causes of this over-inventoried con- 
dition is the fact most manufactur- 
ers passed on to their customers the 
advance knowledge of price in- 
creases and shortages which could 
have worked a hardship. 


The net result has been an un- 
settled situation for credit men, to 
put it mildly—the man who always 
is caught in the middle of any buy- 
ing spree. My firm, serving 3,000 re- 
tailers, is the largest brand trouser 
manufacturer in the Pacific North- 
west. As a manufacturing wholesaler 
our prime concern is the business 
health of retailers handling our mer- 
chandise. We must see to it that they 
have trousers to sell, and at a price 
profitable to all of us. When it be- 
came apparent textile costs were 
going to advance, we immediately 
advised our retailers to consider that 
fact. We were already in an ad- 
vancing market and prices ultimately 
spiraled to twice their former level. 

Long before that point was 
reached, however, retailers flooded 
us with orders. Buying became ab- 
normal, surpassing immediate in- 
ventory needs, and the price struc- 
ture wouldn’t stay put. It became 
Immediately obvious to me that our 
net ‘0-day credit term was fast be- 
coming untenable for most of our 
Customers. When a retailer doubles 
his stock within a matter of a few 
moniis his credit and financial pic- 


Ts PARAPHRASE a nifty, 


Comptroller, Day 


By M. J. SLIKAS 


’ 


ture assumes an entirely new look, 
an appearence that may be quite 
shocking ! 


Needed a new credit plan 


Our buying in textiles was heavy 
and we were operating at capacity to 
fill the orders of our customers. To 
sell was our advantage and to buy 
was theirs. But the books had to 
balance someplace—we couldn’t 
carry the retailer forever and, save 
for a few of our larger nation-wide 
accounts, he was not financially 
equipped to meet the credit terms on 
merchandise he would not be selling 
for many months. 

Staggering deliveries of merchan- 
dise, or delaying them until the re- 
tailer knew he could meet the 30-day 
term was not the answer. Such a 
procedure merely meant that our 
ownership of merchandise in our 
own factory declined as its volume 
grew. This stock, on the books as 
owned by someone else, represented 
a huge investment, yet the actual 
ownership as represented by the re- 
tailers could not take it over if we 
were to enforce our credit terms. 
While we were continually booking 
new merchandise at increasing 
prices, we were committed to deliver 
that stock we were holding on or- 
ders at the previously lower prices 
at which it had been ostensibly pur- 
chased by the retailer. This policy 
was set 50 years ago when Day’s 
guaranteed delivery at booked 
prices, or current market, which- 
ever was lower. 

Obviously enough, our credit pol- 
icy was going to have to be revised 
immediately if the retailer was to 
claim his merchandise and our in- 
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vestment in his stock liquidated. The 
management at Day’s worked out 
a payment plan for the retailer that 
permitted us to work down our in- 
ventories, got him his stock, and 
saw a financial arrangement agreed 
upon that proved to be a happily ac- 
ceptable one for all parties. Briefly, 
it was this: 


6% Interest on extended invoices 


We would charge six per cent in- 
terest per annum on all invoices ex- 
tended beyond our 30-day term 
limit. There were exceptions in 
which we granted a margin of an 
additional 30 days before the interest 
rate took effect. 

Presto—we were in the banking 
business! The change was made vir- 
tually overnight early this year and 
my verdict from the viewpoint of 
several months’ operation is this: it 
works. 

Visiting our larger key accounts 
and writing to the others, I saw the 
plan go into effect without a hitch. 
With some few customers, our less 
desirable accounts whose credit posi- 
tion would not bear any extra strain, 
we continued on the 30-day term 
basis, declining any new interest ar- 
rangement with them. These retail- 
ers were placed on a limited-order 
basis, receiving no more merchan- 
dise than we believed they could 
pay for under normal credit terms. 
This, frankly, was not an ideal situ- 
ation for it encouraged them to turn 
to other suppliers for their over- 
stock, a fact which meant a retail- 
er’s current accounts were growing 
to a point where he could not hope 
to meet them on a 30-day basis. 

When a condition such as this 
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NEW ACCOUNT INFORMATION 


(Send in Attached to First Order) 


Salesman____ 
Date. 
FIRMS NAME______ 
ADDRESS 





(Street & No.) 
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developed with a doubtful retailer, 
our alternative was to cancel de- 
liveries of merchandise that had 
been ordered at earlier and lower 
prices. This action, or the threat of 
it, accelerated payment of overdue 
accounts. With slow-pay accounts I 
have found it a good policy to urge 
that at least partial payment of 
them be made under an arrange- 
ment that provided an_ interest 
charge of six per cent go into effect 
when they became delinquent in 
meeting the dates for partial, or full 
payment. 

As for the six per cent interest 
plan as applied to our trustworthy 
accounts which had bought heavily 
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against shortages and price in- 
creases, usually at encouragement 
from us, it amounted to just this, 
viewing it realistically: We were 
serving as that retailer’s banker and 
thereby permitting him to buy wise- 
ly and with resultant savings to 
himself. 


Retailers could go to their banks 


True, the retailer could borrow 
from his own bank at an interest 
rate lower than six per cent. If he 
could, then that fact was an incen- 
tive that he do so and get us paid 
up as soon as possible. Far be it 
from us to finance a business man 
who can turn elsewhere for help, 








but it did appear to be our func- 
tion to assist those who could not. 
And common enough are the busi- 
ness men who prefer not to borrow 
when it means obligating more than 
the merchandise under question. 
After all, we not only had a vested 
interest in the merchandise, but it 
stood as itself as security for the 
money due on it. We found, too, 
that there are numerous retailers 
who although they are acceptable 
credit risks may not be able to bor- 
row at will when they are in an ab- 
normal over-inventoried position. 

By the same token, we, too, could 
have borrowed money at four or five 
per cent, if necessary, and the six 
per cent rate we were charging 
was high enough to cover all our 
added overhead in the accounting 
and credit department. In fact, serv- 
ing as banker to retailers did not 
cost us anything, for the difference 
between our rate and the bank’s ab- 
sorbed all extra costs involved in 
the new eredit plan. 


Not an ideal credit plan 


Don’t think for a minute that I 
view this interest charge as a de- 
sirable feature of a credit operation. 
It is not. It costs our customers 
money and adds unwanted book 
work to our own business. This can 
be said for it, however: It permits 
a retailer to buy heavily for future 
savings which most of them would 
not be able to do under an enforced 
30-day term. Beyond that, it does 
not place the burden of carrying the 
retailer onto the manufacturing 
wholesaler who without it might 
well have to turn to his bank for 
financing, for his ownership in mer- 
chandise would decline as his in- 
vestment in it mounted. 

It has been my experience that 
the interest charge is a stimulant 
that works to the paying up of in- 
voices as soon as possible. The re- 
tailer is apt to keep his full attention 
on his business and aim toward liq 
uidating those interest-bearing ac- 
counts when he sees the cost of 
keeping them open as an item that 
reduces his net profit. When our 
customers have returned themselves 
to a normal cash position in relation 
to inventory and turnover, we wil 
return to our 30-day term policy 4 
the more ideal basis on which to 
conduct credit. However, business 
generally may be faced with unset: 

(Continued on page 34) 
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CREDITOR ... 


by CARL B. EVERBERG 


Assistant Professor of Law, Boston University 


You can: 


1. Further control the risk of the 
credit extended to the debtor, after 
all other precautions in the way of 
investigation have been taken, by 
having a full bill of lading show the 
goods deliverable to yourself or 
yeur agent, or to the order of your- 
self or to the order of your agent. 
Buyer cannot obtain the goods then 
until some further act on your part 
—for example, giving an order on 
the carrier to deliver the goods to 
the buyer (where the B/L is 
straight), or indorsing and deliver- 
ing the B/L (where it is negoti- 
able). 

2. Further control the risk of 
credit by having the B/L show the 
goods deliverable to the order of 
the buyer, at the same time retain- 
ing possession of the B/L yourself. 
By withholding the order B/L (the 
order B/L being negotiable) the 
buyer cannot obtain the goods, even 
though consigned to his order, be- 
cause a carrier cannot safely deliver 
goods on a negotiable B/L without 
requiring surrender of the bill. You 
thus force the debtor to pay or make 
atrangements on your terms before 
he gets the goods. 

3. Further control the risk of 
credit, using either type of B/L as 
shown in the above paragraphs, and 
sending it, with a draft attached, to 
a bank in the debtor’s city, giving 
instructions to the bank, to put the 
debtor in position to obtain the 
goods, either by assigning the 
straight bill to the debtor and order- 
ing the carrier to deliver to him, or 
by delivering a negotiable bill to 
the debtor, properly indorsed (if it 
is not already consigned to his or- 
der), when the debtor has paid, or 
obtained financing to pay, the draft. 


Note: The question as to where title 
's in the above transactions is not al- 
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ways clear. This is not too important, 
however; whether title is in the seller 
or buyer, the security lies in the fact 
that the buyer does not have the 
right of possession until he meets 
your requirements. 


C. O. D. Transactions 


4. Further control the risk of 
credit by shipping on a C. O. D. 
basis. The view in many states is 
that the title remains in the seller, 
in a C. O. D. transaction, until pay- 
ment has been made by the buyer. 
Other states hold that the title has 
passed but that the buyer is not en- 
titled to possession until payment is 
made. Many credit men resort to 
this device with customers whose 
credit is doubtful. And it matters 
little whether the title is considered 
as having passed or not; the C. O. D. 
device prevents possession from 
coming into the debtor until pay- 
ment. 

5. Further control the risk of 
credit by passing title and yet re- 
taining possession of the goods un- 
til payment of the purchase price. 
However, where you have given the 
debtor credit terms, you have 
waived this right (known as the 
unpaid vendor’s lien) for the period 
oi the credit. Nevertheless, though 
you have given the buyer credit 
terms, if you have not parted with 
possession, you may retain posses- 
sion of the goods if the buyer has 
become “insolvent.” Being “insol- 
vent” for this purpose is much dif- 
ferent than being “insolvent” under 
the Bankruptcy Act, however. For 
the purpose of exercising the un- 
paid vendor’s lien, a person may be 
insolvent when he “either has ceased 
to pay his debts in the ordinary 
course of business, or cannot pay 
his debts as they become due.” 

6. Further control the risk by 
stopping goods in transit (after the 
goods have left your possession, but 


while they are in the possession of 
the carrier, and in transit). The 
only ground upon which this right 
of stoppage can be exercised is the 
kind of “insolvency” as defined in 
the above paragraph. All you need 
do, if you have the proper circum- 
stances, is to notify the carrier not 
to deliver the goods to the buyer, 
and to return them to you. If the 
transit is over connecting lines (such 
as connecting railroads) you can 
notify the initial carrier, and the 
goods must not be delivered to the 
buyer (assuming there is time to 
act). 


Note: The kind of “insolvency” re- 
ferred to in the paragraphs 5. and 6. 
is much easier to show than the kind 
of insolvency defined under the Bank- 
ruptcy Law (which is, substantially, 
an excess of liabilities over assets). 
The nonpayment of a single debt may, 
under certain circumstances, be sig- 
nificant enough to indicate the fact 
of insolvency for these purposes. If a 
buyer admits to a seller that he is 
unable to pay, this is undoubtedly 
“insolvency” so far as it concerns the 
right to stop goods in transit. A sel- 
ler’s mere suspicions are not enough; 
yet, in case of a mercantile agency’s 
report that the buyer has been re- 
ported delinquent as respects his 
creditors generally, this would in all 
likelihood constitute “insolvency” 
here. 

7. Exercise the right to stop 
goods even though a creditor of the 
buyer has attached the goods in 
transit and even before the right to 
stop the goods was exercised. 


You Cannot 


1. Stop goods in transit where a 
negotiable B/L has been transferred , 
to the buyer, even where insolvency 
of the buyer exists. The right to 
stop goods is lost upon delivery to 
the buyer, or his agent, and goods 
are considered delivered upon the 
transfer of an order (negotiable) 
B/L to the buyer. The negotiable 
bill is symbolic of the goods them- 
selves. The same is not true of a 
nonnegotiable bill, however. 

2. Stop goods if the buyer trans- 
fers the B/L to an innocent pur- 
chaser for value. This is because, 
where the purchaser and the seller 
are equally innocent, the law con- 
siders that the loss should fall on 
the seller whose act put it in the 
power of his debtor to occasion a 
loss. 








To his customers the credit 
executive should act as a 


One-Man Business Clinic 


by EUGENE W. WALRATH 


Credit Manager, John Deere Plow Co. of Syracuse, Inc., Syracuse, N. Y. 


F YOU will pause and mentally 
| review your own experiences 
with your customers, you will agree 
with me that the majority of them 
do not understand the problems 
which result in financial difficulties. 
Of more serious import, in my opin- 
ion, is the fact that many of them 
are completely unaware of the very 
existence of problems which require 
attention daily. Trouble, therefore, 
approaches insidiously without their 
knowledge. 

I use every opportunity in my own 
industry to act as a one-man com- 
mittee, in a manner of speaking, to 
bring about not only a broader un- 
derstanding of these problems but 
also a realization that they exist for 
every retail merchandiser regardless 
ct whether hats are sold or tractors. 
I persistently pursue this policy in 
group meetings, with individuals, 
with the people in our own com- 
pany, and, as a matter of fact, with 
anyone who will listen. I look upon 
it as a duty above and beyond the 
more or less routine duties of a 
credit manager. I think that is a 
service which should logically fall 
upon all of us. Certainly we should 
be qualified by our intimate and 
broad experience. 

There is perhaps the added reason 
that problems which are better un- 
derstood are more easily handled, 
resulting in fewer credit situations, 
and I personally would prefer to 
spend days keeping an account out 
of trouble than to spend 20 minutes 
endeavoring to relieve a condition 
which had become a problem be- 
cause, at that stage, the problem 
may be incapable of solution. 


Methods and conditions change 


Many people today are concerned 
and have already given careful con- 
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sideration to that which lies ahead. 
Others are puzzled; some are con- 
fused and do not know how to cope 
with conditions. Every day, dealers 
stop in my office with problems both 
large and small. “Should I do this?” 
or “Would this be better?” “What 
is your opinion?” “What does the 
company think?’ So I know that 
people are concerned and do desire 
to take all ordinary and extraordi- 
nary precautions for the future. 

In reviewing and analyzing some 
of these situations, it is often dis- 
turbing to discover that the ordinary 
and even first precautionary meas- 
ures have not been used to reduce 
the normal hazards. 

Conditions of business change 
frequently and very often change 
quickly—but it should be remem- 
bered that the sound, basic, under- 
lying principles of business never 
change. 

Any proprietor or manager of a 
retail merchandising establishment 
must first concern himself with hav- 
ing a complete and thorough knowl- 
edge of the entire enterprise—so 
that he will know immediately and 
completely the cause and effect of 
any action taken in one phase of the 
business upon any and all other 
phases of the operation. 


Over-emphasis on sales 


It has been my experience, and 
I am sure yours also, that many 
people responsible for the success 
or failure of the business have a 
very marked tendency to devote 
practically all of their attention to 
the sales of the business and little 
or none to the actual control of the 
business. In some respects this is 
understandable because naturally 
any success is predicated upon an 
aggressive sales effort which is prop- 


erly directed. Again, most business- 
es are started by men who are ex- 
pert salesmen and who have been 
successful in building a satisfactory 
sales volume. 

However, it should be pointed out 
that a large volume of sales 1s not in 
itself a guarantee of profit. And so 
we immediately have the factor of 
profit injected. Profit is the sole 
justification of any business venture. 

In these difficult times for our 
country there is an added duty and 
stronger motive to inspire every- 
one to greater efforts because all of 
us will be called upon in some ca- 
pacity to aid in the war prepared- 
ness. The distribution of food, cloth- 
ing, drugs, appliances, and all of 
the necessities of life must be main- 
tained and under very difficult con- 
ditions with more and more peopie 
going into war production and the 
armed forces. But it must be re- 
membered that no business can con- 
tinue to function without earning a 
consistent and healthy profit. 

Now frequently when the finan- 
cial and internal control phase of 
business is discussed, there is a tend- 
ency on the part of some to imme- 
diately set up a mental block. Peo- 
ple sometimes feel that it is compli- 
cated and difficult to understand. 
We all know that no one requires 
a Doctorate degree in finance to 
completely understand a merchan- 
dising operation. 

Suppose we examine exactly what 
happens to our customers’ dollars 
when they engage in retailing any 
form of merchandise. 


Working capital 

Probably the first thing to be con- 
sidered is the sales potential for the 
particular marketing area. Very 
careful estimates of this potential 
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should be made because upon this 
sales potential, and upon the sales 
for which a merchandising opera- 
tion is set up, depends the amount 
of capital which will be needed and 
also the working capital require- 
ments. I sometimes have the im- 
pression from sales people particu- 
larly, that I lay too much stress 
upon working capital requirements. 
In my opinion, that is almost im- 
possible because it is the crux of 
the entire venture. You are using 
and working with working capital 
every time you make a sale, collect 
an outstanding account, or pay a bill. 

Regardless of the industry it is 
only possible to go through the trad- 
ing cycle a given number of times 
during a fiscal period. Inexperienced 
people are apt to assume that it is 
a simple matter to take cash, buy 
merchandise, sell it for cash or 
credit, collect accounts receivable, 
pay bills, and end up with a profit 
and a satisfactory cash position. 
This is the actual trading cycle of 
every retailer and is not done just 
once for each fiscal period but must 
be performed a number of times. It 
is not a job to be undertaken lightly 
—the problems are many—and while 
the problems are being met, all of 
the assets involved are naturally 
subject to risk. 


Inventory 


A discussion of specific problems 
is always prudent. The most diffi- 
cult of all is probably that of in- 
ventory. Actually, inventory — its 
proper creation, control, and turn- 
over—is often the least understood. 
Here the manager must be the sharp- 
est. A sufficient amount of inven- 
tory must be maintained because it 
is a basic principle of merchandising 
that the best of salesmen cannot sell 
from empty shelves. A careful analy- 
sis of the existing and future mar- 
ket must be made so that the proper 
amount of inventory is purchased. 
(The manager now becomes a pur- 
chasing agent.) No inventory can 
be properly maintained without spe- 
cific inventory controls. Unfortunate 
managers will sometimes insist upon 
attempting it. I say “unfortunate” 
because trouble for them is inevi- 
table. Without these controls inven- 
tories become understocked on fast- 
moving merchandise, overstocked 
with slow-moving merchandise—ob- 
solescence creeps in, sales are lost, 
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and expenses increased. It must be 
self-evident that it is an utter im- 
possibility to maintain a current in- 
ventory without high-quality con- 
trols. (Now the manager has be- 
come a stock-keeper. ) 

A well executed, aggressive sales 
effort to keep this stock moving ef- 
fectively is a daily problem because 
it is through this effort that inven- 
tory turnover is accomplished. (Now 
the manager is a salesman.) Inven- 
tory turnover is very closely related 
to working capital turnover and this 
degree of turnover exercises a di- 
rect influence on the amount of cap- 
ital required to operate a business. 


Accounts and notes receivable 


A certain amount of this inven- 
tory must be sold on credit in order 
to maintain a fair share of sales in 
the trading area. A thorough knowl- 
edge of customers, either personal 
or obtained from credit reports and 
other credit investigation, will limit 
and prevent future credit difficulties, 
charge-offs, and losses. (The man- 
ager is now a credit man.) Many 
owners and managers are often puz- 
zled by their inability to take ad- 
vantage of all discounts even while 
making a substantial profit, failing 
to realize that too much money is 
tied up in accounts and notes re- 
ceivable. Compare accounts receiv- 
able with the net profit for the year. 

t is sometimes startling to note that 
more than a complete year’s profit 
is tied up in slow-moving receiv- 
ables. 

Very few retail businesses can 
afford the luxury of being lax on 
credits and collections because such 
luxity can too easily mean the dif- 
ference between a profit or loss at 
the year’s end. 


Cash position 


When anyone is striving for credit 
with his suppliers or bankers, one 
of the first items scrutinized by 
them will be the cash position. Here 
again there is a very proper rela- 
tionship to be maintained between 
the cash position and the amount of 
money invested in inventory and 
outstanding in accounts receivable. 
I am sure you know that almost all 
bankers will desire that cash and 
accounts receivable alone be suffi- 
cient to pay off all current obliga- 
tions. 










Financing 

Mention should be made at this 
point concerning the very delicate 
problem of financing on a short term 
basis. It is, of course, often good 
business to supplement working 
capital with borrowed money. How- 
ever, there is a very definite limit 
to which this can be done safely. 
Borrowing in amounts proportion- 
ately excessive to the amount of 
working capital already available 
will inevitably result in difficulty 
meeting these short term loans as 
they become due. There is a care- 
fully defined point beyond which it 
is inadvisable to go—be sure that 
this point is known to be on firm 
ground. 

It might also be wise to mention 
the problem of financing the sales 
made by retailers to their custom- 
ers. Many dealers give little thought 
to the amount of paper which they 
endorse on a full recourse basis. 
When a period of contracting econ- 
omy is reached, this causes more 
“headaches” than possibly any other 
situation in the field of finance. 
There is an axiomatic saying used 
by many credit people which should 
be worthy of consideration. Let me 
quote it to you: “It is the contingent 
liabilities built up in good times 
which lead to disaster in hard 
times.” Every time a note is en- 
dorsed with recourse, this contingent 
liability has been increased. This 
problem should be studied carefully 
and serious thought given to the in- 
discriminate endorsement of cus- 
tomers’ paper. 


Fixed assets 


We should now turn to the money 
used for fixed assets. The correct 
investment in fixed assets presents 
no mean problem in itself. The era 
is long past when this investment 
for most retail merchandisers was 
on the relatively small side. Com- 
petition makes it necessary to oper- 
ate from favorable locations, with 
modern establishments offering all 
of the up-to-date conveniences and 
facilities. Those industries required 
to give elaborate and extensive serv- 
ice to their merchandise have an ad- 
ditional investment to make in parts, 
shop equipment, trucks, etc. Space 
must always be provided for office 
personnel, display, and _ storage. 
Frankly, this all ends up in a sizable 
investment by any standards. 
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However, there must be a proper 
ratio between the amount invested 
in fixed assets and the entire in- 
vested capital. Quite often the in- 
vestment in fixed assets is excessive 
and this over-expansion is met by 
funds taken from working capital, 
thereby depleting it. As previously 
pointed out, any depletion or un- 
balancing of the working capital 
position affects debt-paying ability, 
the sales effort, and reduces profit. 
Let me repeat, the investment in 
fixed assets while an absolute neces- 
sity should be analyzed very care- 
fully to avoid any unbalancing of 
the over-all capital invested. 


Operating expenses 

The salary and wage expense is 
always the largest and of first con- 
cern. Unless carefully guarded 
against, this item can easily be ex- 
cessive. This is understood by every- 
one. However, that is not always 
the end of the problem. Sometimes 
it is necessary to delve deeper to 
see if salaries and wages are being 
paid out in amounts commensurate 
with the expected returns ot the 
business. I have analyzed situations 
and discovered that sales salaries 
were not weighed proportionately 
to other salaries paid. Obviously, 
the maximum in sales will not be 
obtained if the sales force is not suf- 
ficiently staffed to bring out the 
maximum effort. (Now the man- 
ager is becoming a personnel direc- 
tor.) There is a distinct percentage 
of the returns from sales which can 
and probably should be spent for 
salaries and wages. Of this amount, 
there is a very definite sum which 
should be paid for outside sales ef- 
fort where that type of selling is 
featured. There is also a very defi- 
nite maximum and minimum per- 
centage of the realized margin that 
should be used to pay outside sales- 
men. Many retail trade associations 
have prepared excellent studies of 
this factor, giving complete details 
on how to figure it and indicating 
those items of the salesmen’s ex- 


penses which are included or ex- 
cluded. 


Getting back to the manager 


Let us turn now from the prob- 
lems of the business and think about 
the person charged with the re- 


(Continued on page 34) 
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Hammer hits back! 


(Based on Hartford Claim #72 L 7301) 


A plastic chip from a soft-tipped hammer with which he 
was working struck a mechanic in the eye. As a result, 
vision in the injured eye was completely destroyed. 


Charging that the accident was due to a defect in the 
hammer the mechanic made damage claims against three 
different concerns—the supplier who sold him the tool, 
the hammer manufacturer and a specialty manufacturer 
who had made the plastic tip used in the hammer assem- 
bly. One of these firms, a Hartford Liability Insurance 
policyholder, was presented with a demand for several 
thousand dollars, but the claim was withdrawn when in- 
vestigation and legal defense—provided by the Hartford 
—proved it could not be sustained. 


The delivery of your product or service does not always com- 
plete your transaction with a customer. As long as anything 
produced or sold by you is in use there is the possibility that 
damage claims against you can develop, as in the actual case 
cited above. This risk makes it important to consider your 
need for Product Liability Insurance when arranging a proper 
protection program for your business. Your Hartford agent 
or your own insurance broker can advise you on your product 
liability exposures. Call Western Union by number and ask 
“Operator 25” for the name of your local Hartford represen- 
tative—this service is available in more than 5000 localities. 


HARTFORD 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 
Hartford 15, Connecticut 


Year in and year out you'll do well with the Hartford 









Here’s a financial statement — 


What does it mean? 


(Editor's note: Space has been at 
an appalling premium for the past 
few months due to the amount of 
convention news which has come in. 
As a result, Miss Sommers’ series 
of articles on scientific credit analysis 
has had to be deferred. As a result 
of that the continuity has been 
broken, a fact to be deplored. How- 
ever, in this instalment we pick up 
the thread dropped in the February 
issue. ) 


Questions on inventory 


Merchandise Inventory is one 
of the most manipulatable items on 
a financial statement. It can be 
undervalued to conceal profits for 
tax purposes. It can be overvalued 
to conceal losses for credit purposes. 
Behind the desk you can know little 
about the extensional items that go 
into its total without close reference 
to every bit of supplementary data 
you have that bears upon it: what 
you saw with your own eyes when 
you were there; what your sales- 
men reported to you about the stock, 
with due allowance for changes that 
have occurred since his report; the 
kinds of goods carried; the price 
range; average turnover; market 
trends, etc. 

Was a physical inventory taken? 
At statement date? By owner? 
Employees? Supervised by an in- 
dependent accountant ? Spot checked 
by him as to count? Extensions? 

Was statement valued at cost? 
Market? Whichever was lower? 
Retail method? 


“Market” price 


Since market price is the actual 
price at which an item is bought or 
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by HELEN M. SOMMERS 


Credit Manager, Trojan Hosiery Mills, Indianapolis 


sold at a given date, and since one- 


cannot go out in the open market 
and shop for replacement of every 
item in his inventory, “market” 
price must have been somebody’s 
estimate, or guess. Who determined 
“cost or market, whichever?” Did 
an accountant check these valua- 
tions? 

Was care taken to include in the 
current liabilities all merchandise 
bills for goods received and counted 
in inventory. Did the accountant 
check this? 

Did the inventory include any 
goods that had been consigned to 
this business by a vendor, to be paid 
for when sold? 


(This is the vendor’s goods and should 
be excluded from the merchandise in- 
ventory. Tangible net worth should be 
reduced accordingly. The auditor should 
list aggregate billings for such merchan- 
dise on the liability side and deduct the 
consignment inventory from it, so as to 
show liability for shortage if any.) 


Did the inventory include any 
goods consigned to others for con- 
tract processing? (This should be 
valued at cost and not at nominal 
selling price as such items are fre- 
quently billed.) 

Did accountant check to include 
merchandise not yet received, but 
shipped by the vendor before close 
of fiscal year? And did he include 
the liability therefor? 

Where were these inventories lo- 
cated? Store? Plant? Warehouse? 
Commission processors? Consigned 
to others? Was adequate fire and 
theft insurance carried at these vari- 
ous locations? 


Pledged inventory 


Has inventory, or any part of it, 
been pledged to secure a factoring 


arrangement? Loan from _ bank? 
Other lending agency? Were any 
loans shown on the financial state- 
ment, security for which was not 
disclosed (Better investigate; may- 
be the inventory was pledged for it.) 
(For the purpose of determining the 
value of assets available at statement 
date to pay unsecured creditors, pledged 
assets of any kind, including pledged in- 
ventory, should, of course, be excluded. 
For this purpose they should be applied 
against the debts for which they were 
pledged and, if insufficient to cover, the 
remaining liability should be added to 
the other unsecured debts. 

On the other hand, the entire inventory, 
pledged and otherwise, should be con- 
sidered for purposes of evaluating its 
size in relation to sales needs of the busi- 
ness and the availability of working cap- 
ital to support it. These points will be 
taken up in a later chapter on ratio 
analysis. ) 


If this is a manufacturing busi- 
ness, how much of the inventory 
was raw material? Work in proc- 
ess? Finished goods? Was this 
firm at statement date manufactur- 
ing for stock, or against confirmed 
orders (information useful in ap- 
praising size of inventory) ? 


Formula to determine 
merchandise supply 


In terms of an average day’s sales 
at cost, how many days’ supply of 
merchandise was on hand at state- 
ment date? 


(In order to work out the answer to 
this question you will need an actual op- 
erating statement for the period just 
closed, or, in lieu of that some general 
averages as follows: % gross profit 
usually earned in this kind of business; 
if a manufacturer, the % cost of raW 
material, and the % cost of labor to 
selling price in this kind of business; 
average merchandise turnover at cost. 
See August and November chapters in 
this series for discussion on buildi:g uP 
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this kind of background information. 


See also Roy A. Foulke’s Practical Fi- 
nancial Statement Analysis, McGraw- 
Hill, Ch.V, pp. 151 and 154.) 


Formula for answering this question for 
retail and wholesale businesses : 


a. 
Year’s net sales minus gross profit* 





365 


1 day”’s average sales at cost 


b. 
Inventory at cost 


1 day’s average sales at cost 


number of average days’ supply of mdse. 
in inventory 


Formula for manufacturing business: 


1. 


Year’s sales x % cost 
of raw matl. to sales 


365 


, 


cost of raw matl. in one day’s 


average sales 


2. 
Total raw matl. in invty. 


answer to step (1) 


approximate number of days’ supply raw 
matl. in invty. in terms of 1 day’s av. sales 


3 


Total sales x % cost of 
labor and mfg. exp. 


365 


cost of labor and mfg. exp. in one 
day’s av. sales 


4, 
Invty. goods in process 


% of answer (3) 
plus all of (1) 


approximate number of days’ supply 
unfinished goods in invty. 


5, 
Invty. finished goods 


answer (1) plus (3) _ 


approximate number of days’ supply 
finished goods on hand 


6. 
Answers (2), (4), and (5), when added 
together give the approximate number of 
day:’ supply of goods in inventory in 
terms of one day’s average sales at cost. 


3 


—_— 


*Aoply industry gross-profit percentages to 


het scles in order to estimate gross profit if 
actue’ figures are not available. 
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Commercial Credit can help you 


wessecsseesew’ «=—6S ss an Crease operating funds $10,000, 
v $100,000, $1,000,000 or more! 





OING BUSINESS under today’s unusual conditions demands 
D new evaluation of working capital requirements. With 
the ComMErcIAL CreEpDIT proposal you can increase your 
working capital 20% to 40% or more... . usually in 3 to 5 days. 


Higher material costs, increased payrolls, mounting taxes... . 
the need for expanded facilities, new equipment, and capital 
needs to speed fulfillment of Government requirements may 
make it difficult to maintain sufficient working capital. 


CoMMERCIAL CREDIT’s plan offers a simple, practical way to 
obtain the added working capital you need. There are no pre- 
liminary fees or extra charges. You use the money as long as 
you see fit ... you pay for it only when you use it. COMMERCIAL 
CrepIT’s one charge is a tax deductible business expense. 


COMMERCIAL CREDIT will not buy stock, deben- 
tures or other capital issues. We will not become 
a partner in your business. You retain complete 
control over ownership, management, profits. 


Here is a fast, continuous and economical way to increase your 
operating funds. Write, wire or phone the nearest COMMERCIAL 
CrepiT CorporaTION office below. Just say, “Send me com- 


plete information about the plan referred to in Credit and 
Financial Management.” 


reat ame 
CONPANY 


Tyre Surplus Over PT ae 
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COMMERCIAL FINANCING DIVISIONS: Baltimore 1 
New York 17 = Chicago 6 ® Los Angeles 14 ® San Francisco 6.. and more than 300 other 
financing offices in principal cities of the United States and Canada. 
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Now compare answer (6) or an- 
swer (b) to average merchandise 
turnover in days for this kind of 
business. Does the answer indicate 
that more than a normal number 
of days’ supply of merchandise and 
materials was in stock at statement 
date? 


Inventory in seasonal businesses 


Is your customer’s business a sea- 
sonal one? When do the peak sea- 
sons occur? Was the inventory 
taken at the height of the buying or 
manufacturing season, and before 
the peak selling season? Was it 
taken after the close of the peak 
selling season? If so, does the num- 
ber of days’ supply of goods and 
material still in stock indicate a post- 
season carry-over? 

Was the merchandise that was in 
inventory fashion goods? Was it 
subject to early obsolescence? De- 
terioration? Rapidly perishable? 


(In the light of these answers scale in- 
ventory down if above normal number 
of days’ supply and deduct the difference 
from tangible net worth.) 


The lag between the effective date 
of a statement and the date it 
reaches the analyst can become an 
advantage for evaluating the inven- 
tory shown on the statement. We 
can, for example, check up on the 
management’s foresight by examin- 
ing the size of the inventory in the 
light of what has actually happened 
in the market since statement date: 

Were markdowns taken at state- 
ment date in anticipation of a fall- 
ing market thereafter? What trend 
has the market taken in these goods 
since statement date? Have price 
trends necessitated further mark- 
downs in this customer’s inventory ? 
Has consumer demand been good? 
Has merchandise been hard to get 
in these lines since statement date? 
Do these subsequent trends justify 
the size of the inventory, whether 
large or small in terms of number 
of days supply on hand? 


Securities as assets 


Securities and Investments 


cover a multitude of differences in 
composition and value. For this rea- 
son a complete breakdown should be 
requested where any sizable amount 
is involved. Lines of distinction 
are sometimes difficult 


when it 
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comes to classifying them as current 
or slow assets. Readily marketable 
securities and Government bonds 
bought with excess working funds 
and held for liquidation if again 
needed may be properly classed as 
current assets. All securities held 
for long term investment should of 
course be classed as miscellaneous 
slow assets. Later, when successive 
statements are compared and when 
ratios of successive statements are 
studied, care should be exercised to 
insure consistency in these classifi- 
cations as between the two or more 
statements so compared. 

Questions for a breakdown of 
Securities and Investments: 

Were they Government Bonds? 
If Series E, were they valued at 
cost? Accrued Value? Redemption 
value at maturity? When will they 
mature? (Scale down to approxi- 
mate accrued value.) 

Were they industrial, commer- 
cial, etc., stocks listed on a stock 
exchange? Common? Preferred? 
Yield? Names of the stocks? Re- 
cent market trends? Valued at cost? 
Market? Whichever was lower? 

Were they State or municipal 
bonds? Age? Maturity? Yield? 

Unlisted stocks? In what com- 
panies? Were any investments in 
subsidiaries or affiliates included? 
One hundred per cent owned? 
Minority interest? Was subsidiary 
in a healthy condition at its latest 
statement date? 


(Examine the last two items carefully, 
since worthless stocks in unlisted com- 
panies, and in subsidiaries, are often car- 
ried on statements long after their value 
has become nil. Scale down liberally 
wherever doubtful and deduct difference 
from tangible net worth.) 


Insurance questions 


Cash Surrender Value of life 
insurance as found on financial 
statements is an ubiquitous item. 
On one statement it is found among 
the current assets. On another it ap- 
pears in the slow assets. Some ac- 
countants treat it as a working, and 
therefore current, asset if it has been 
used as security for a loan from the 
insurance company or a_ bank. 
Others treat it as current because it 
can be converted into cash. Since it 
is beyond the reach of general cred- 
itors if pledged to secure a loan and 
since, in any case, it is not ordinarily 
converted into cash except upon the 











death of the insured or the liquida- 
tion of the business, it seems best 
to class it as a miscellaneous slow 
asset. Questions: 

On whose lives is the insurance 
carried? 

Is it carried for the benefit of the 
business? (Not a legitimate busi- 
ness asset otherwise. ) 

Is “cash surrender value” as 
stated the actual cash surrender 
value at the statement date, or, as 
is sometimes done, does it represent 
the accrued premiums paid on the 
policy to date? (If so, scale down 
and deduct from tangible net 
worth. ) 

Has it been pledged to secure a 
loan? If so, is the loan shown on 
the liability side of the statement? 
Or has it been deducted from the 
cash surrender value and the bal- 
ance shown as an asset? (In that 
case adjust so as to show the asset 
and the liability on opposite sides of 
the statement. ) 


Deferred charges to watch 


Prepaid Expenses, sometimes 
called deferred charges, are of 
course slow assets and are only 
legitimate assets at all when they 
represent unused portions of goods 
or services, the expense of which 
was incurred before statement date. 
Their chief interest to the analyst is 
that they represent future expenses 
that have already been paid, and for 
which cash will not be required in 
the ensuing accounting period. 

These should be relatively small 
amounts in relation to other assets. 
If large, ask for an exact breakdown 
of the expense, when it was placed 
on the books, and how far into the 
future the benefits will accrue. Nor- 
mal items: rent, insurance, discount, 
interest, etc., paid in advance. 

If the expense of improvements 
to leased property is carried as an 
asset on the statement, what is the 
life of the lease? Is this amount 
being systematically amortized so as 
to be completely absorbed at the ex- 
piration of the lease? Or within 
10 years, whichever is sooner? 


(Exclude all of such items if the state- 
ment is being evaluated in the light of 
realizable assets in liquidation as 0 
statement date.) 


Fixed, yes, but assets? 


Fixed Assets are significant to a 
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credit analyst chiefly from two 
points of view: (1) the proportion 
of total capital which they absorb 
as compared to the remaining work- 
ing capital (This will be examined 
when we consider liquidity ratios 
in the next chapter.) ; (2) the ex- 
tent to which the investment in fixed 
assets burdens the business with 
fixed charges—interest rates on 
mortgage indebtedness, depreciation 
and upkeep, taxes, etc. 

When buildings and the heavier 
equipment and fixture items have 
been carried on the books at what 
they cost, let us say ten years ago, 
and depreciation reserves have been 
accumulated on such a. cost basis, 
these reserves will be pitifully small 
if our customer wants to erect a 
new building, or remodel the old one 
at 1951 prices. Hence the need for 
carefully studying the basis of eval- 
uation of fixed assets, their age, the 
reserves set up, special funds ear- 
marked to support them, and the 
immediacy of replacement require- 
ments. Questions: 

Was the building valued at cost? 
Reappraised? When? By profes- 
sional appraisers? By management? 
At replacement value? Built when? 
In good repair? 

Over what period is it being de- 
preciated? Amount of accumulated 
depreciation reserve? How soon are 
replacement or major repairs likely 
to be required? If old, and replace- 
ment is desirable, were reserves, as 
of statement date, supported by cash 
funds set aside for this purpose? 


(The mere existence of a reserve ac- 
count does not guarantee that internal or 
external resources are available to carry 
out its purpose.) 


Were land and buildings mort- 
gaged? Original amount? When? 
Balance due? What schedule of 
payments ? 

Compare amount of insurance 
carried with cost and replacement 
value of buildings. 

Were machinery, fixtures, and 
equipment valued at cost? As of 
whate date? Being depreciated over 
what period? Amount of deprecia- 
tion reserve? Nature of equipment: 
Machines? Office equipment and 
furniture? Tools? Removable show 
tases? Fixtures permanently at- 
tached to a leased building? Mod- 
etn? New? Old? 


(Continued on page 36) 
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CREDIT INSURANCE COMPLETES 


YOUR PROGRAM 


ANY companies have seen their full 
M year’s profits wiped out by credit 
losses. That’s why companies in over 100 
lines of business now complete their 
insurance programs with Credit Insur- 
ance. 

American Credit pays you when your 
customers can’t... protects you against 
their inability to pay due to floods, 
strikes, lawsuits, material shortages, 
Government restrictions, other unpre- 
dictable events. And American Credit 
enables you to get cash for past due 
accounts .. . improves your credit stand- 
ing with banks and suppliers. (Important 
benefits if you are operating at high 
volume on limited working capital!) 







OE SONA NY 


OF PROTECTION! 


An American Credit Policy can be 
tailored to your own particular needs 
ee. insuring all, a specific group, or just 
one account. 


Why SAFE Credits Need Protection 


This book helps you plan sound credit 
policy, gives more facts about American 
Credit Insurance. For your copy just call 
our office in your city, or 
write to AMERICAN CREDIT 
INDEMNITY CoMPANY oF }8 
New York, Dept. 47, First 
National Bank Building, Bal- }y 
timore 2, Maryland. 
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avTay ie 


TMS AG 


RY 
yaa eS 
NEST. 1893) 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 






CREDIT AND FINANCIAL MANAGEMENT, May, 1951 
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He’s your stock in trade. It's 


just elementary horse-sense to 


Keep the Salesman Your Friend 


O A salesman his stock in 
T ewe and the item he studies 

most, is the product he sells. 
To a credit man his stock in trade, 
and the product, I will say, that he 
weighs and studies carefully, is the 
salesman. When a new salesman 
sits down at my desk, I first try to 
put him at ease. I say to myself, “I 
am going to make this man my 
friend”. 

I have in my department 12 credit 
men—that is at our 4 plants. Chi- 
cago is the parent and headquarter 
plant, and we have plants at Madi- 
son, Davenport and at Philadelphia. 
In my talks with credit men the 
main thing I stress is: “Keep the 
salesman your friend, it makes your 
job easier”. Nothing can be accom- 
plished without harmony, and the 
spirit of working together is more 
important than anything else. It 
means money to the people for 
whom you sell. This spirit of har- 
mony, especially on the part of the 
salesman, should start with the 
writing of the order. A salesman 
should feel that when he writes or 
takes an order he is placing his 
credit OK on that account. 

We have salesmen whose orders 
we never OK. Years back when I 
was passing orders I had a number 
of salesmen that I permitted to OK 
their own orders. I did not want to 
see the order when it came into the 
house. Those fine men never be- 
trayed that confidence. True, I gave 
them credit facts about their cus- 
tomers, but I let them write their 
own ticket. Two of those men now 
are at the head of our sales depart- 
ment, and another is at the head 
of our Product Control Depart- 
ment. This last man was one of the 
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by J. E. WALSH 


best salesmen I ever encountered, 
and he has been with the company 
now for 48 years! He had about 
150 active accounts in the Chicago 
suburban area, and as I recall, he 
had only one credit loss in 25 years! 
He was the best friend any credit 
man could have! 


See the customer's side 


To keep a firm’s credit losses 
down a credit man should also be 
able to see the customer’s side of 
the picture. I should like to relate 
an experience I had a number of 
years ago. 

A disastrous flood at that time had 
hit many of our accounts. The sales- 
man in one of those towns called me 
in a panic about one of his customers 
who was owing a considerable sum 
of money. I flew down that day to 
see how bad the situation was. As 
I flew into that city as far as the 
eye could see was nothing but 
water. The salesman met me at the 
airport and as we drove down the 
river to this place of business we 


General Credit Manager, Oscar Mayer & Co., Chicago 


talked over the situation. I had an 
N.S.F. check for some $3,000 in 
my pocket and I was plenty worried. 

As we drew up to this plant water 
was still pouring over the street only 
a block away. The water had been 
up to the second floor in this plant. 
Unless you have been through a 
flood you haven’t the least concep- 
tion of the damage flood waters can 
do. Flood waters contaminate every- 
thing. Every telephone wire and 
every electric wire had to be jerked 
out of the plant. All the products, 
canned and otherwise, in the cellars 
and on the first floor had been con- 
demned by the local health depart- 
ment. All over the city, I noted, men 
were busy shoveling clothes, shoes, 
and food stuffs out of windows into 
trucks to be carried away to be de- 
stroyed. The dread typhoid rides 
with a flood! 

This man met us at the door. He 
had a week’s beard on his face. He 
was attired in rubber boots to his 
hips. His hands were torn where 
he had worked trying to save his 
machinery and his plant. (His son 
told us afterwards of how all one 
terrible night he had stood at one 
corner of his plant and with a long 
pole warded off great oil drums 
that came tearing along in the swift 
current threatening to demolish his 
building.) His employees were busy 
cleaning, scrubbing and_ shoveling 
mud out of the plant, trying to get 
the machinery in working condition. 
He had run a telephone line in from 
the hills back of his plant and this 
he was sharing with the Red Cross. 
He had invited and installed the Red 
Cross in one corner of his plant, and 
his trucks were out delivering coal, 
and food and clothes. 
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Here was a MAN who had not 
given up! He was trying to save 
his business! He had not rushed into 
the bankruptcy courts as many up 
the river were doing. I stammered 
about the N.S.F. check. He said, 
“T will try and pay that as soon as 
they have the mud shoveled out of 
the bank.” I asked to look at his 
books and he showed me everything. 
I asked him when he thought he 
would be able to open. He said, “I 
will open Monday if I can get the 
product.” It was then Friday noon. 
I knew he was C.O.D. already with 
several concerns. I asked him how 
much he would need and he said a 
straight mixed car. I said, “Give 
the order to Bill here, and we will 
have a car here Monday morning.” 
His voice shook and tears came in 
his eyes as he tried to thank us. I 
said, “Don’t thank me, I am backed 
by the best firm in the world, and it 
is them you should thank.” 


Judgment paid off! 


That following year he used 75 
cars of our products! We took a 
chance on the character of the man 
we were selling, and also on the 
word of the salesman, and we won 
out. Before the summer was over 
our account was right up to date, 
and we had made a friend for life. 
One of the easiest things a credit 
man can say is “No”. The time of 
the old-fashioned credit man who 
sat in a corner and who seemed to 
take a diabolical delight in cancelling 
an order is gone. Credit men today 
are part of management, and are as 
interested in profits and in keeping 
customers as the sales manager. 
This is reflected in the number of 
credit men today who are treasurers 
or assistant treasurers of their firms. 

I like a salesman who calls for 
help when he gets into a jam. About 
a year ago we had a customer down 
in the south who was consistently 
behind in his payments and getting 
worse. I flew down there. It was 
January and where is there a finer 
place to go in January? At times 
we had to cut this fellow’s orders in 
half. The salesman was concerned 
over the tonnage he was losing. 
I found the customer very easy to 
talk to; in fact he was wide open for 
advice. We persuaded him that now 
that his business had grown he 
woul’ have to put in additional 
Capita. This was one of those busi- 


nesses that had grown up during the 
war. We showed him the necessity 
of putting pressure on his own 
accounts and getting them to pay 
weekly. We put part of his account 
on an installment payment plan and 
it was not long until he worked his 
way back up. He is now one of the 
best accounts we have in the south. 
An up-to-date credit man gets out 
with his salesmen—gets acquainted 
with the salesman and with his 
customers. Customers, I have found, 
like to see the credit man. We have 
customers whom we have helped 
install their accounting systems, and 
when asked have advised them on 
tax matters, etc. Salesmen like that 
kind of help. It helps them sell more 
products, and I have found they 
will go to the end of the trail for 
a credit man who will work with 
them. Customers like it too. 


Another thing is writing letters to 
salesmen. A good credit man never, 
knowingly, writes a letter that will 
offend a salesman. A letter, one 
letter, can spoil the whole day for 
a salesman. Just picture him. He is 
out there all alone on his territory, 
miles and miles away. Eagerly he 
opens his mail. He starts to read this 
“so-and-so” letter. He bangs it into 
his brief case, and the sales manager 
wonders what happened to some of 
the boys orders that day! 

To a customer the salesman is 
“The Company”. He judges the 
company by the actions of that sales- 
man. The best advertising, the best 
products in the world, cannot over- 
come a disgruntled or dissatisfied 
salesman. If your own credit depart- 
ment is tough, try and find out why 
it is tough. Perhaps some of the 
trouble or fault might be your own. 


CONVENTION 


news and pictures 


will appear in the 


June issue. 
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See the credit man first 


The next time you go into the 
office make it a point to see the 
credit man first. Make the credit 
man feel you are glad to see him. A 
credit.man likes salesmen who are 
interested in their accounts, and in 
the standing of their route. By your 
very interest you will find the credit 
man willing and anxious to help you 
in any way he can. 


In our company we periodically 
hold collection contests. We award 
cash prizes to the salesman doing 
the best collection job, and I never 
hesitate to compliment a salesman 
with a letter who is doing a good job 
on his route. These men show such 
letters to their customers and the 
customer gets a different slant on the 
credit department. 


Our statements come out weekly, 
and if the route shows any past 
dues we list them on a-“red card”. 
This red card is a danger signal to 
the salesman. I receive a copy of 
these red cards and if the salesman 
has only one or two past dues, and 
the dollar sales are good, I often 
pencil him a note across the card. 
That fellow will not have one on 
the card the following week! It is 
just a little homely touch but it 
makes friends and pays dividends. 
A credit department can also be 
a goodwill department in other ways. 
For instance, we encourage our 
salesmen to let us know whenever 
there is a death in a customer’s 
family, or a birth, or a marriage. A 
little note from the credit depart- 
ment does wonders in goodwill. 


. . . and cooperate with him 


In closing I wish to leave this 
thought with you. If you expect 
your credit man to cooperate with 
you then you must meet him half- 
way. Keep him informed of condi- 
tions on your territory. If an ac- 
count is slipping do not hesitate to 
tip off the credit man. If he is a 
good credit man with the profit of 
his company at heart he will work 
with you. Be prompt in answering 
letters—in turning in collections, in 
claim matters. There is always room 
at the top for men who do their 
work well. 
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Supreme Court Rules on taxation 
By States of Carriers Engaged in 
Interstate Commerce Exclusively 


by W. RANDOLPH MONTGOMERY 
Partner, Gerdes & Montgomery, Counsel to NACM 


States Supreme Court held in- 

valid as against a corporation en- 
gaged exclusively in interstate busi- 
ness a tax imposed by the State of 
Connecticut (Chap. 221, Laws of 
1935) upon mercantile, manufactur- 
ing, banking and miscellaneous cor- 
porations for the privilege of doing 
business in Connecticut and meas- 
ured by the taxpayer’s entire annual 
net income derived from sources 
within the state. 

The decision was made in the case 
of Spector Motor Service, Inc. v. 
Walsh, and terminates litigation 
which has been pending in the Fed- 
eral and State courts for many years. 

The Spector Motor Service, Inc., 
is a Missouri corporation with its 
principal business office in Chicago. 
During the period involved in the 
tax controversy, it was engaged ex- 
clusively in the transportation of 
freight in interstate commerce as a 
common carrier, with terminals in 
various states, including Connecti- 
cut. 


fs A recent decision, the United 


Disputed tax 


In a proceeding in the United 
States District Court for the District 
of Connecticut, Spector had sought 
a judgment declaring that the tax 
did not apply to it, and that if it 
did, it was unconstitutional under 
both the Federal and Connecticut 
Constitutions, and enjoining the Tax 
Commissioner from collecting the 
tax. The District Court held that the 
plaintiff was not subject to the tax, 
and directed the issuance of an in- 
junction. The Tax Commissioner 
appealed to the Circuit Court of 
Appeals for the Second Circuit 
which reversed the District Court 
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and held the tax constitutional. The 
case then went to the United States 
Supreme Court which vacated the 
judgment of the Circuit Court and 
remanded the case to the District 
Court to be retained pending de- 
termination of proceedings to be 
brought in the Connecticut State 
Courts to determine the meaning 
and application of the statute. 

The Connecticut Supreme Court 
of Errors, on August 25, 1948, held 
that the tax was on the privilege of 
doing business as a corporation in 
the state, and was not in violation 
of the State Constitution, but de- 
clined to pass on its validity under 
the Federal Constitution. The case 
in the Federal Court then proceeded 
to the Supreme Court which, in a 
six to three ruling, held that in view 
of the fact that, as determined by 
the Connecticut Supreme Court of 
Errors, the tax was levied solely on 
the “privilege” of doing business in 
the state, it was unconstitutional so 
long as the entire business of the 
company was interstate in character. 


Levied for wrong purpose 


The court found the tax objec- 
tionable, not because it placed an 
unduly heavy burden on interstate 
commerce in return for protection 
given by the state, but rather be- 
cause it was “placed unequivocally 
upon the corporation’s franchise for 
the privilege of carrying on exclu- 
sive interstate transportation in the 
state.” 

The court indicated that had the 
tax been levied as compensation for 
the use of highways, or collected in 
lieu of a property tax, or as a fee for 
an inspection, or a tax on sales or 
use, it might have been lawfully im- 


posed. But even though the financial 
burden on _ interstate commerce 
might in such event have been the 
same, the court said that “the ques- 
tion whether a state may validly 
make interstate commerce pay its 
way depends * * * upon the consti- 
tutional channel through which it 
attempts to do so,” and that the 
states have delegated to the United 
States the exclusive power to tax 
the privilege to engage in interstate 
commerce. 


Blasts from the minority 


In a strong dissenting opinion 
written by Mr. Justice Clark (with 
whom Mr. Justice Black and Mr. 
Justice Douglas joined), the minor- 
ity pointed out that it had “taken 
eight years and eight courts to bring 
this battered litigation to an end,” 
and that the taxes involved go back 
thirteen years. “It is * * * no an- 
swer to Connecticut and some thirty 
other states who have similar tax 
measures, that they can now collect 
the same revenues by enacting laws 
more felicitously drafted. Because of 
its failure to use the right tag, Con- 
necticut cannot collect from Spector 
for the years 1937 to date, and it 
and other states may well have past 
collections taken away and turned 
into taxpayers’ bonanzas by suits for 
refund which come within the re- 
spective statutes of limitation. Nor 
can the states be entirely certain 
that statutes recast in the light of 
this decision will be immune from 
later attack.” 

The practical effect of the decision 
will probably be that the thirty states 
having statutes similar to the Con- 
necticut statute, will attempt to re 
cast them in the light of the ma 
jority opinion in the Spector case. 
If successful in so doing, and hav- 
ing, as the minority said, correctly 
“tagged” the revised statute, they 
should be able to collect precisely the 
same amount in taxes from pre 
cisely the same taxpayers under pre 
cisely the same conditions as here 
tofore. 

More important to the taxpayers 
will be the ability to claim refunds 
cf taxes paid under the statutes de 
clared invalid. 

* 


Make a point of checking Carl 6. 
Everberg’s new series—what you ca! 
do and cannot do as a creditor each 
month. See page 13. 
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Which is better—to cure the patient or to 
sign his death certificate? In credit .. . 


Youre the doctor! 


by W. H. CARHART 


Credit Manager, Westinghouse Electric Supply Co., Richmond, Va. 


business operations is repre- 

sented by the gross profit pres- 
ent in the sale of the product to the 
borderline accounts. In other words. 
the difference between the cost and 
selling price of the merchandise we 
sell to our good-paying customers is 
sufficient only to pay our overhead 
and other fixed expenses. That is 
what we commonly call our “break- 
even” point. Without the borderline 
accounts which can be processed by 
an experienced credit manager, there 
will be no sizable profit on opera- 
tions. Of course, this may not be true 
in 100% of the cases examined, but 
it is a fundamental fact, and will be 
an accurate statement nine times out 
of ten. 


Tos net profit enjoyed by many 


The credit man’s babies 


What is borderline business? It is 
the business represented by the sale 
of our merchandise on credit to cus- 
tomers whose moral, financial, or 
ability values do not meet indisput- 
ably desirable standards. That is 
simply another way of going back to 
our familiar three “C’s” of credit. 
These accounts are our babies. They 
are there on our books because we 
have the ability to see, by experi- 
ence, some reasonable chance of get- 
ting our money. We have the ex- 
perience to recognize obvious weak- 
hesses and we know how to handle 
them; we also know how to search 
for those weaknesses not obvious, 
and as a result of all this we can 
calculate how far we can safely go 
with our company’s money. We 
must then continually watch the in- 
vestment that is finally made and get 
the money when due, or as soon 
thereaiter as possible. 

If a previously good-paying cus- 
tomer gets into the ninety-day col- 





umn, then he, too, drops into our 
group of problem children. If an ac- 
count is ninety days or more past 
due, it seems to me that our obvious 
duty is to call on that customer in 
person and find out, first, why he 
cannot pay and, second, what the 
chances might be of our losing the 
investment entirely—together with 
the customer. 

In many siutations it is very dif- 
ficult, if not impossible, for the 
credit manager to travel over wide 
areas in order to investigate these 
problems. Nevertheless, it is our 
duty to see that customer in person 
—or through a trained representa- 
tive—and get the facts. What we 
want to know is (1) what the cus- 
tomer HAS and (2) what he 
OWES. 


How to get your facts 


Reference to your latest financial 
statements will help to the point of 
estimating how badly off he may be. 
In doing this we have to observe the 
margin between his current assets 
and current liabilities, and, after 
weighing what you know about his 
present condition, ponder upon the 
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course to pursue. It should be our 
job to find out with as much accu- 
racy as possible how much he owes 
now by making thorough inter- 
change clearances, through our local 
groups, direct mail inquiries and 
sometimes by personal investigation 
in the debtor’s locality. Then go to 
see the customer. 

With a little practice, you will be 
surprised how accurately you can 
estimate the value of his visible in- 
ventory. If he has a warehouse, you 
can find some way to see it and its 
contents. Almost every debtor will 
tell you anything you want to know 
if you are a good salesman. Gain his 
confidence and convince him that 
you are there to help him. Find out 
the value of his receivables from 
him and add that to your mental es- 
timate of the value of the inventory. 
Compare that figure with what you 
know he owes. And don’t forget the 
money they all owe which you know 
nothing about, to the local news- 
papers, utilities, insurance compa- 
nies, truck and auto repair estab- 
lishments, and, if a proprietorship, 
the doctor bills, grocery bills, etc., 
all of which are also undoubtedly 
past due. 

If the margin of the current as- 
sets mentioned is not in good pro- 
portion to the current liabilities, you 
have a very sick customer. This is 
especially true if his business is bad 
and he is not turning his inventory 
or collecting his receivables at a 
healthy rate. You are the doctor 
from that point on. 


Who’s to blame? 


After making a careful study, cov- 
ering many years, of the problems 
involved in the treatment of ailing, 
financially involved debtors, I have 


(Continued on page 35) 
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In the MODERN office 


Photocopies in minutes 


A new development in photocopy equip- 
ment has been released for general office 
use by American Photocopy Equipment 
Company, 2849 North Clark Street, Chi- 
cago 14, Ill. It is a complete photocopy 
outfit with all component parts in one 
movable cabinet occupying only 26x18” 
floor space. When cabinet top is open, 


contact printer is ready for instant use. 
Prints placed in stainless steel holders 
are quickly developed and fixed by in- 
sertion in proper slots—without being 
touched by the hands. Electric dryer com- 
partment completes process, and in a few 
seconds produces exact copies of letters, 
photos, documents, checks, wage assign- 
ments, mortgages, account cards and 
forms up to legal size. No special dark 
room is needed as unit operates in sub- 
dued light of office. Estimates bulky 
equipment and can be moved from office 
to office to meet changing work require- 
ments, or rolled away when not in use. 


This will answer your phone 


New on the market is the Electronic 
Secretary, an automatic telephone answer- 
ing machine to save time and worry. 
Since it is not connected to the telephone, 
you just plug it in and use. Will answer 


the phone, take orders or messages, tell 
a caller when his party will return, and 
in case of emergency at night, will tell 
the caller where to get service. One owner 


has all night calls transferred to his home 
when the office is closed, thereby receiv- 
ing all special and emergency calls. As an 
additional feature, the complete three- 
piece unit can serve as a handy portable 
dictation machine. For literature—Elec- 
tric Secretary Distributors, 803 W. Na- 
tional Ave., Milwaukee 4, Wisconsin. 


New Addressograph plate 


A single machine operation providing 
Addressograph advantages in writing 
repetitive information PLUS simultane- 
ous automatic printing and accumulation 
of related figure data is now available in 
the Accounting Addressograph, Class 
9100, introduced by the Addressograph- 
Multigraph Corporation of Cleveland. 
Descriptive information is embossed in 
the usual way into the printing section 
of plates. Figure information is added 
by punched holes. Standard classification 
tabs provide for automatic selection. A 
single master record incorporates com- 
plete assemblies of related descriptions 
and figures. The machine provides speed 
—one machine cycle writes up to 400 
characters on business forms and simul- 
taneously posts and accumulates complete 
entry of punched hole figure data. Accu- 
rate—mechanically proved at time master 
record is prepared. No checking neces- 
sary. Machine operation is extremely sim- 
ple. Progressively accumulated totals pro- 
vide accurate and automatic checks 
against pre-established balances. Machine 
controls govern operations and results. 
The Addressograph Corporation will 
make a study of where this machine will 
fit into your business and furnish a re- 
port without obligation. 


A “husher” for your phone 


“Make Your Phone Private As A 
Booth” is the slogan of the Hush-A- 
Phone Corporation, 65 Madison Avenue, 

New York. Of 

black bakelite or 

acetate, weigh- 

ing about 5 ozs. 

the Hush-A - 

Phone snaps on 

the transmitter 

of a_ handset 

phone and solves 

\ three phone 

problems — pri- 

vacy of conver- 

sation, office quiet and better hearing. 

Write to them for a set of “Key Color” 

markers for key identification which they 

are offering as a souvenir of their 30th 
year in business. 


Staple remover attached 


A combination stapler and staple re- 
mover, which the manufacturers, Bostitch, 
395 Mechanic St., Westerly, R. L., claim 
to be the first on the market, is now 
available. The remover is a permanent 
fixture of the B8 desk stapler, hard to 


misplace, and always ready for use. It is 
a blade-like fixture attached to the plas- 
tic base of the stapler. Merely slide the 
remover blade under the staple and push. 
The blade does the rest, without lifting 
or twisting. Inexpensive, yet it will make 
stapling easier and much more useful for 
you. 


Improved Wire Recorder 


Several major improvements have been 
incorporated into the new model wire re- 
corder dictation machine introduced by 
the Webster-Chicago Corporation, 5610 
W. Bloomingdale, Chicago. The machine 
retails for less than $150 including micro- 
phone. It features simplified pedal and 
hand controls, a new elapsed-time indica- 
tor, and an automatic speaker-to head- 


pkone switch. A new improved mechanism 
makes it virtually impossible to snare 
and spill the wire. Clarity of voice repro 
duction makes it excellent for recording 
meetings, conferences, interviews, rehears 
ing talks, as well as dictating, and can 
also be used for stock inventory. Weighs 
20 Ibs. and carrying case is available 
Same recording wire can be used over and 
over, and sound is erased by recording 
over same wire eliminating separate eras 
ins operation. 


In writing these manufacturers, please mention you saw it in CREDIT AND FINANCIAL MANAGEMENT. 
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GRANGER H. SMITH 
Buhner Fertilizer Company 
Seymour, Indiana 


RANGER H. SMITH, con- 
troller, Buhner Fertilizer 
Company, Seymour, Indi- 


ana, has been announced as grand 
prize winner in the letter-writing 


f contest sponsored by this publica- 


tion. Mr. Smith’s letter which won 
the third contest, was almost unani- 
mously judged the best of the three 
contests by the members of the Na- 
tional Publications Committee. 

The prize is to be awarded during 
the Wednesday morning session of 
the 55th annual Credit Congress in 
Boston, Mass. 

Commenting on the contest, com- 
mittee chairman Irwin Stumborg, 
credit manager of the Baldwin Piano 
Company, Cincinnati, and national 
director for the fourth distirct, said: 

“When our National President, 
A. J. Sutherland, asked me to un- 
dertake the chairmanship of the Na- 
tional Publications Committee I had 
little or no idea what, if anything, 
the job entailed, but, being a loyal 
and obedient member of the credit 
family, I accepted. 

“I know now! 

“During the past few months we 
of the National Publications Com- 
mitee have been called upon to wade 
diligently through piles of letters, 
most of them very good, and to try 
© agree on which of them was 
better than all the others. It was no 
tasy task, I assure you. 

“There were many hundreds of 
entries for the three letter-writing 
‘ontests which our national maga- 
zine, CREDIT AND FINANCIAL MAN- 
AGEMENT, sponsored at the first of 
the year, Each one had to be anal- 

(Continued on page 40) 


Granger H. Smith Wins 
Grand Prize for Best 
Letter in Three Contests 
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THIS IS THE GRAND PRIZE WINNER 


January 7, 1951 
For quite some time the management of our company 
has been noticing the steady growth and progress 
of your business. It is a Source of satisfac- 
tion to feel you have permitted us to share in 
it. The increasing volume of orders we are re= 
ceiving indicates a close association which we 
value highly. 


A word of appreciation upon your excellent paying 
record is also in order. We have never had any 


worries about your account on that score! We 
know you will continue to meet your responsibil- 
ities to the limit of your ability. 


I have just finished looking over your current 
financial statement, however, and must mention 
several trends which could lead to future dif- 
ficulty. You may be aware of them. While your 
gross sales have been growing, your inventory 
and accounts receivable have increased in greater 
proportion. Your new store building has attract- 
ed new customers, but the cost took a large 

Share of your working capital and higher fixed 
charges are tending to reduce your margin of 
profit. 


These conditions could cause you a great deal of 
worry if you allowed to get out of hand. In such 
a case, we could become involved also. It is 
with our mutual interests in mind, therefore, 
that I am temporarily suggesting a $10,000 max- 
imum account balance at any one time. 


Within the next month, I am planning a trip in 
the territory and am looking forward to having a 
visit with you. We can discuss this matter more 
fully then. I am confident that some arrange- 
ments can be made if you feel this credit line 
is inadequate for the needs of your business. 
Sincerely yours, 
Jerome King, Credit Mgr. 








OAKLAND CINCINNATI e Pe 


George Gitchell Charles Dickhaut : 
Pacific Tel. & Tel. Co. Hyde Park Clothes, Inc. lowa Public Serv. Co. 


ASSOCIATION 
PRESIDENTS 


LMOST every month for the past 
A few years we have featured on 
this page men—and women too— 
who have been chosen by their fellow- 


members to pilot their associations. Almost 
= —” every month the job the pilots take on be- HARTFORD 
. A. Shaw : John A. Gray 
Modern Appliance & Sup. Co. deg more and more difficult and perplex- Phoenix Insurance Co. 
ing. 
It is axiomatic, however, that there will 
always be found men who are so busy and 
beset with so many problems that they can 
always find time to be busier and cope with 
more problems. Here are some of them. 
The associations headed by these men 
are a real cross-section of the NACM. 
Some associations are big, some small. 
But the future of NACM depends, as did 
its splendid past, on the efforts and fore- 
sight of all leaders, from big centers and 
small centers alike. Let us not forget that 
the prime mover in the founding of NACM 
came from Sioux City, Iowa, which, in 
population may not compare with some 
other centers, but which is as important to 
the commercial health of its State as is 


DALLAS any metropolis. MUSKEGON 


Tyler T. Harrison Donald Nesbur 
£ 
Mosher Steel Co. Automotive Supply Co. 


PHILADELPHIA DULUTH BOISE 
A. C. Schnitzler Willard Ario F. O. Jevons 
Nat. Airoil Burner Co. First & American Nat. Bank Olson Mfg. Co. 
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NACM Ups Anchor Here's The NACM’s New H 
For Third Move in eres The NACMs New Home 


Fifty-five Years 


FTER twenty-five years on the 
Az floor of One Park Avenue, 

New York, the National Associa- 
tion of Credit Men is moving its execu- 
tive offices. The new address: 229 Fourth 
Avenue, New York 3, N. Y., fourteen 
blocks south of the present location. 

The move will take place about June 1. 
It’s the old story—the dam has finally 
burst. More space was—is—urgently 
needed and more space was not avail- 
able at the present location. Moreover, 
for two years the Credit Research Foun- 
dation and the National Institute of Cred- 
it have been situated on Madison Avenue, 
five blocks away, and though five blocks 
are not a great distance there has been 
real inconvenience and loss of time caused 
by the separation. 

A little searching through the rec- 
ords shows that this is the third move 
in the NACM’s fifty-six year history. 
The first office was downtown at 20 Nas- 
sau Street in the heart of the insurance 
district. Then in 1905 the Association 
moved up to 41 Park Row, opposite the 
Woolworth Building and City Hall. Again 
in 1926 the Association moved further 
uptown to One Park Avenue. And there 
we have been for twenty-five years. 

The new arrangement will make for 
more convenience and comfort than the 
National staff has known for many years. 
The present quarters are so cramped that 
people have practically been working 
sitting on each other’s shoulders. The new 
location will provide more space, more 
light and better facilities for the physical 
arrangement of the various departments. 
Moreover, all departments will be housed 
on the same floor of the same building. 


Philadelphia Holds 

Annual President's 
Reception and Dinner 
Philadelphia: The Credit Men’s Asso- 


ciation of Eastern Pennsylvania held its so Pe g r pan 6 OR. 
he annual president’s reception and dinner , cn 
April 23 at the Llanerch Country Club. 


Duri i 
i. = afternoon ee _ This is our new home, on the eighth floor (circled) of the Pocono Building. On or about 
i € Association staged a go June Ist we'll take to the road for the fourteen block move, the third in NACM history, 
ournament. and the first in twenty-five years. 
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New York Elects 
R. G. Woodbury As 
1951 President 


New York: The annual meeting of the 
New York Credit and Financial Man- 
agement Association was held in the 
Association offices May 3. The main item 
of business was the election of officers 
for the coming year. The results: 

President, R. G. Woodbury, Textile 
Banking Company, Inc., president; F. W. 
Zander, United States Plywood Cor- 
poration, lst vice-president; A. J. Smith, 
J. P. Stevens & Co., Inc., W. R. Dunn, 
General Foods Corporation, and George 
J. Schatz, Commercial Factors Corpora- 
tion, vice-president, and William F. Egel- 
hofer, Henry Glass & Company, trea- 
surer. 


Kansas City Member 
Celebrates Fifty 
Years with Company 


Kansas City: J. Emmett Woodmansee, 
president of the Richards & Conover 
Hardware Company since 1943, and trea- 
surer since 1914, recently celebrated his 
fiftieth anniversary with the company. 
He started as an office boy at $4.50 a 
week and among other posts he held was 
that of credit manager which he held 
for many years. 

The Kansas City Star took notice of 
the event and his colleagues at Richards 
& Conover took a full page advertise- 
ment as tribute to Mr. Woodmansee. 


Miller Promoted at Celanese 


Edward H. Miller has been appointed 
an Assistant Treasurer of Celanese Cor- 
poration of America. His principal duties 
will be the supervision of Credits and 
Collections. Before appointment to this 
post, Mr. Miller was successively Credit 
Manager of the Plastics and Chemicals 
Division and Director of Sales of Plasitc 
Molding Materials. 
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Canadian Parson 
Addresses Closing 
Seattle Meeting 


Seattle: For its last meeting of the 
1950-51 season the Seattle Association of 
Credit Men invited the Rev. William 
Hills, rector, St. George’s Parish, Vic- 
toria, B. C., as guest speaker. 

Mr. Hills served in the Royal Canad- 
ian Navy in World War II and was later 
loaned to the Royal Navy. In the past 
year he has fulfilled more than thirty 
major speaking engagements in Canada 
and the United States. 


Psychologist Heard 
At Pittsburgh Meeting 


Pittsburgh: Dr. George W. Crane, 
noted psychologist, was guest speaker 
at the annual meeting and dinner of the 
Credit Association of Western Pennsyl- 
vania on Thursday, May 3. 

Dr. Crane is the author of two syndi- 
cated columns—“Worry Clinic” and “Test 
Your Horse Sense.” 


Foreign Trade Expert 
Speaks on Communism 


New Orleans: “Communism as 1 see 
it” was the subject of a talk given at the 
April 11 credit luncheon of the New 
Orleans Credit Men’s Association. The 
speaker was George S. Sawicki, assist- 
ant director, World Trade Development, 
International House. 


Hartford Annual Meeting 
Took Place April 18th 


Hartford: The annual meeting of the 
Hartford Association of Credit Men 
took place April 18 at the Wethersfield 
Country Club. Carl A. Gray, president 
and director of the Grenby Manufactur- 
ing Company, was guest speaker. 


New Jersey Forum Is 
Devoted to Guarantees 
And Credit Counseling 


Newark: On Thursday, April 12, the 
New Jersey Association of Credit Exec- 
utives held another in its series of cred- 
it forums. The topics were “Increasing 
and Protecting Sales with Guarantees 
and Other Methods of Securing the Ac- 
count Receivable” and “The Credit Exec- 
utive as Counselor to Customers.” The 
moderators were Oscar Stevens, and 
Allen C. Beach, both of Sherwin-Wil- 
liams Co. The forums were sponsored by 
the Senior Credit Executive Round Table. 


Binghamton: Martin A. Helfer, 
superintendent of Schools, Bing- 
hamton, N. Y., spoke at the April 
11 meeting of the Triple Cities 
Association of Credit Men on the 
subject of educational finance. 


Chicago Credit 
Men’s President 
Is D. A. Grant 


Chicago: D. A. Grant, Socony-Vacuum 
Oil Company, Inc., was elected president 
of the Chicago Association of Credit Men 
at the annual election held at Association 
Headquarters. 

Other officers and directors elected 
were: first vice-president, W. J. Gielen, 
Hilton Hotels Corporation; second vice- 
president, E. E. Diehl, Westinghouse Elec- 
tric Corporation; treasurer, W. C. Bruhn, 
The First National Bank of Chicago 

Directors—3 year term—H. J. Christo- 
phersen, E. J. Brach and Sons; H. J 
Cunningham, Stromberg-Carlson Com- 
pany; F. E. Gibson, Graybar Electric 
Company, Inc.; L. T. Hadley, Goodman 
Manufacturing Company; Ms. Karla J. 
Howe, Great Lakes Varnish Works, Inc.; 
E. A. Luther, National Surety Corpora- 
tion, and R. A. Mattson, Belden Manufac- 
turing Company. 


| POSITIONS WANTED | 


Credit Man—Accounting degree. Ten years ex- 
perience. Aggressive. Dependable. Draft exempt. 
Will assume responsibility or assist in establish- 
ment, supervision all operations; original offer- 
ing to bankruptcy. Available immediately. Re- 
quest resume. Box M-1, Credit and Financial 
Management. 


Industrial Credit Manager: Seasoned experi- 
ence on national scale in industrial credit ad- 
ministration. Accustomed to large volume, mul- 
tiple plant and sales office operations, personal 
customer and bank contacts, diplomatic rela- 
tions with top management. B.B.A., M.B.A. 
degrees, 33, family, will relocate. Resume upon 
request. Box M-2, Credit and Financial Man- 
agement. 


Credit Manager—Extensive hard goods exper! 
ence on volume basis with minimum loss record. 
Commercial financing background with proven 
ability to arrange dealer wholesale and _ retail 
financing at local bank or finance company level. 
Thoroughly familiar with warehousing pro 
cedures, sales promotion, exhaustive collection 
techniques and sales to contractors on job se 
cured basis. Available for Southern California 
assignment on 30 day notice. Abstract and pet- 
sonal history on request. Box M-3, Credit and 
Financial Management. 


Employed industrial credit manager, national 
scale. Executive assistant, policy level. Organ- 
ized credit department present employer. Sales 
minded, with accounting, legal and adminis- 
trative background; also languages. Government 
contracts, etc., seeks position larger scope wit 
progressive organization. Age 32, Family. ox 
M-4, Credit and Financial Management. 
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Secretaries To 
Hold Conference 


Before Congress 


Cambridge, Mass.: The secretary-man- 
agers will open their annual nation-wide 
conference at the Commander Hotel 
Thursday morning’s session will deal with 
last from Thursday morning until Sat- 
urday noon. 

The program is a full one and will cov- 
er all phases of Association management. 
Thursday morning’s session will deal with 
jnter-association cooperation and _ state 
and district conferences. Thursday after- 
noon the secretaries will deal with Na- 
tional Interchange, its methods, results, 
responsibilities and finances, sales and 
promotion material and groups. 

Friday morning will be devoted to ad- 
justment bureau matters and Friday after- 
noon to collection bureaus. Saturday 
morning secretaries will receive reports 
on departmental services of the NACM. 
The conference will close with a question 
and answer session. 


Public Relations 
Expert Is Speaker 
At Detroit Meeting 


Detroit: Franklyn Waltman, director of 
public relations, Sun Oil Company, chose 
“Oil Faces a Challenge” as the subject 
of his talk before the Detroit Associa- 
tion April 10. 

Mr. Waltman in 1930 won the Pugs- 
ley Journalistic Award, administered by 
the National Press Club for the most 
noteworthy work by a Washington cor- 
respondent during that year. 


Memphis Offers T-V Set 
As First Prize in Race 
To Gather Memberships 


Memphis: The Memphis Association 
of Credit Men is conducting a television 
set contest as a feature of its member- 
ship promotion work. The contest is 
based on points obtained by lining up 
Prospects for membership in the Mem- 
phis Association. In addition to a first 
Prize television set there are three other 
cash prizes with special prizes going 
to those who earn 300 points or more 
in the contest. 


Insurance Discussed 
At Omaha April Meet 


Omaha: The Omaha Association of 
Credit Men’s April meeting was devoted 
to a discussion of insurance problems in 
8eneral and business life insurance in 
Particular. The program was arranged 
y the insurance advisory committee under 
the leadership of Sam B. Starrett, Jr., 
Guaraitee Mutual Life Company. 


News from the 


CREDIT WOMEN'S GROUPS 


San Diego: The Wholesale Credit 
Women’s Club of San Diego sponsored a 
Dinner-Dance with the Zebras, April 
6th, 1951. 

Members of the Association were in- 
vited and about two hundred attended. 
The Dinner-Dance was held at the “El 
Morocco” Club, and at the conclusion of 
the dinner the newly-elected officers of 
the Women’s Club were installed. Miss 
Lucille Miller of Don W. Snyder Co. is 
President. Dorothy Blank, Vice-Presi- 
dent; Mrs. Rachel Bigge, Secretary; and 
Beatrice Olson of S. J. Wines Coffee Co. 
is Treasurer. 

Mrs. Pat Lucas of Hages, Ltd., retir- 
ing President, noted that membership in 
the Women’s Club had increased 40% 
due to the fine work of all members dur- 
ing the past year. 

The “El Morocco” Club was delight- 
fully decorated with a mass of potted daf- 
fodils as the main feature, on each table. 
Faye Bedillion, in charge of decorations, 
was highly commended for her efforts. 
The party was so successful, that it was 
unanimously decided to have it as an an- 
nual occasion. 


a 

Boston: The monthly meeting of the 
Credit Women’s Group of Boston was 
held Thursday evening, April 12, at the 
Pioneer Hotel, Boston. 

The guest speaker for the evening was 
Mrs. Hermine A. Fischer, credit super- 
visor for the Christian Science Publish- 
ing Society for the past eighteen years. 
Her subject was “Advertising Charge 
Accounts and Credit Education.” 

Mrs. Fischer is well able to speak on 
both of these subjects due to her expe- 
rience in dealing with advertisers in the 
Christian Science Monitor and also the 
fact that she has been interested in Cred- 
it Education for a long time in working 
with the Boston Chapter, National In- 
stitute of Credit. 

Her talk was followed by the showing 
of technicolor films which featured Nova 
Scotia with its beautiful scenery and its 
many facilities for hunting and fishing. 

The new officers for the 1951-52 season 
are: Mrs. Elsie Gregg, President; Mrs. 
Marion Gore, Vice President; Miss 
Catherine Sheehan, Treasurer, and Miss 
Sarah Serson, Secretary. 


* 

Davenport: The Credit Women’s Group 
of the Quad City NACM held their reg- 
ular meeting April 9 at the Lend-A-Hand 
Club in Davenport. We had a good at- 
tendance and, for the first time in months, 
good weather. Election of officers was 
held and the new officers are as follows: 

Pres.—Miss Ethel Dahms, H.. T. 
Proestler Co.; Vice-Pres——Mrs. Helen 
Hogarth, Crescent Electric; Secretary— 
Miss Louise Emeis, G. S. Johnson Co.: 
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Treasurer—Mrs. Helen Bunce, Globe 
Mach. & Supply Co. 

As our guest of the evening we had 
Miss Frances Sollenberger who spoke 
about a vacation she took to Guatemala 
and Yucatan. Her talk was illustrated 


by colored slides. 


& 

Cleveland: The annual meeting of the 
Cleveland Credit Women’s Club was held 
on Tuesday evening, April 10th, at the 
University Club. Complete reports for the 
year were given by the various commit- 
tee chairmen and by Kathryn Sirc, edi- 
tor of the club’s publication “Forest City 
Breeze.” 

Mrs. Harriet Silvers, of Toledo, a 
member of the National Credit Women’s 
Executive Committee, was a guest for 
the evening. 

The slate of officers as presented by the 
nominating committee was elected by a 
unanimous vote; they are: Mrs. Mae Mc- 
Cafferty, of National Screw & Mpg. 
Company, President; Miss Ethel Bemis, 
of Cuyahoga Spring Company, Vice 
President; Miss Evelyn Strand, of Mc- 
Kesson & Robbins, Inc., Treasurer; and 
Miss Lillian Murphy, of the Cleveland 
Association of Credit Men, Secretary. 
Installation of the new officers was con- 
ducted by Miss Dorothy Dutton, of The 
Cleveland Cliffs Iron Company. 

The retiring president, Mrs. Pearl 
Dolan, was presented with a lovely strand 
of crystals in recognition of her year in 
this office. 

The lighter side of the evening was a 
Canasta and Bridge Party arranged by the 
Program Committee, with beautiful fav- 
ors, table and door prizes. 


& 

Louisville, Ky.: Our annual meeting 
was held in March and the following new 
officers were elected : Antoinette 
Schweitzer, President; L. Lenore Lyon, 
Vice President; Helen True, Secretary; 
Agnes Zurkuhlen, Treasurer. 

Antoinette Schweitzer will be our dele- 
gate to the Credit Congress in Boston. 

Our speaker for the meeting was our 
own Alleen Harrison, with a brief talk 
by our Association President Bill Watts. 

Newark: The New Jersey Credit 
Women’s Group met at Krieger’s April 
17 for their monthly dinner meeting 
William H. Whitney, executive manager 
of the New Jersey Association of Credit 
Executives, spoke on “Meetings of Cred- 
itors on Debtor Accounts.” 


oe 
Omaha: The Omaha Credit Women’s 
Group held their monthly meeting March 
8 at the Fontenelle Hotel with E. H. 
Dunaway as guest speaker. Mr. Dun- 
away is Social Security administrator. 
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St. Louis: Our regular monthly meet- 
ing was held April 26, 1951, at the Mel- 
bourne Hotel. 

Mr. C. W. Ritchie, Mississippi Valley 
Trust Co., who is Secretary of the St. 
Louis Association of Credit Men’s bowl- 
ing league was the speaker. 

Following this, election of officers was 
held, and reports from the various Com- 
mittees. . 

© 

Oakland: The Oakland Credit Wom- 
en’s Group met at the Robin Hood Inn 
on April 16th for the installation of 
officers newly appointed for the year 
1951-1952. They were Mary Lorentzen 
(second term) president; Doris Coates, 
vice-president; Angela Ragghianti, sec- 
retary; Gertrude Eckstein, treasurer. 
Ellen Anderson, member of the National 
Executive Committee, was installing of-. 
ficer. 

Presentations of corsages were made to 
the incoming officers with words of en- 
couragement and success. 

Martha Stanka, first president of the 
Oakland group, gave a well prepared talk 
on the progress and constructive years 
since organizing in 1944, 

@ 

Houston: On Tuesday Evening, April 
10, at the Lamar Hotel, the Wholesale 
Credit Women’s Club of Houston was 
hostess to the Houston Association of 
Credit Men. 

The beautiful dining room was very 
festive with lovely spring flowers. 

Miss Blanche Atkins, accompanied by 
Mrs. Pearl Harrington, contributed to 
the entertainment by her beautiful rendi- 
tion of a number of lovely vocal selec- 
tions. Miss Atkins is a talented young 
professional singer who recently came to 
Houston from San Francisco. 

Dr. Esther Marian Nelson, supervisor 
of Social Studies at the University of 
Houston and the public school system 
gave a most interesting discussion on 
Current Events in the Far East. Dr. 
Nelson, who received her doctorate de- 
gree from Columbia University and is a 
world traveler, served in the Intelli- 
gence Department as a major in the Air 
Force during World War II and she was 
also editor of the Intelligence Bulletin. 
As she was stationed in the Far East and 
had direct contact with all phases of the 
war effort in that section and has made 
a careful study of conditions in that sec- 
tion, she very ably presented a word pic- 
ture of the present trends. Her Open 
Forum at the conclusion of her discus- 
sion proved most informative. 

® 

Cincinnati: Mrs. Louise Dragsett, of 
The Estate Stove Company, Hamilton, 
Ohio, and Miss Mary Huseman, of South 
Western Publishing Company, Cincin- 
nati, Ohio, were recommended by the 
University of Cincinnati, Ohio, as out- 
standing students in “Credits & Collec- 
ions” and have been awarded our 1949 
and 1950 scholarships. 

“Our entire membership wishes them 
continued success in their studies and 
welcome them as members in our or- 
ganization.” 
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Insurance Subject 
Of Final Forum Of 


St. Louis Season 


St. Louis: The St. Louis Association 
of Credit Men closed its forum season 
April 12 with a discussion of insurance 
coverage. William A. Gray, National 
Surety Corporation, was chairman of the 
meeting. 

Fire and Allied Lines were discussed 
by Will S. Ellis, Royal-Liverpool Group. 
S. L. Bodman, Marine Office of America, 
spoke on Marine Insurance; L. H. An- 
toine, American-Association Companies, 
covered Automobile, Public Liability and 
Workmen’s Compensation, and J. H. 
Searles, Fidelity & Deposit Company of 
Maryland rounded out the program with 
a talk on Fidelity, Surety and Burglary. 


Casualty and Surety 
Accountants to Hear 
Factory Executive 


New York: The Casualty & Surety Ac- 
countants Association of New York City 
members and their guests will have as 
speaker Harry J. Delaney on credits and 
collections with particular emphasis on 
the collection picture nation-wide. Presi- 
dent Cortlandt Booth of the American- 
insurance group reports the meeting will 
be held at 12:30 PM, May 8th, at De 
Palma Restaurant, 64 Cliff Street. 

Mr. Delaney, well known in the credit 
field, is executive vice-president of Mein- 
hard, Greeff & Co., Inc.; textile factors, 
with whom he has been associated for 
the past 28 years. As past president of 
the New York Credit and Financial Man- 
agement Association, formerly a director 
of the National Association of Credit 
Men, and on the advisory board of the 
Manufacturers Trust Co., his talk should 
prove most enlightening. 


J. E. Campbell Retires 
from Sherwin-Williams 


Cleveland: J. E. Campbell, manager of 
credits and accounting for the North 
Central Region of The Sherwin-Williams 
Co., retired after completing 46 years 
with the concern. 

He was succeeded by Walter W. 
Beuther, formerly assistant manager of 
credits and accounting. Beuther started 
with the company in 1927 as an office 
boy. 
Campbell was honored at a testimonial 
luncheon at the Hotel Cleveland. A. H. 
Burt, North Central regional director, 
presented him with a set of luggage as a 
gift from his colleagues. 

. 

Milwaukee: The Milwaukee herd was 
reactivated April 18. The herd has been 
dormant since 1945. Elmer Kroening, 
division ranger for the Central States, 
invited all past Zebras and twelve quali- 
fied initiates. 


Alabama Credit 


Men Review Par 
Clearance Fight 


A bill for the par-clearance of checks 
by all banks of Alabama came before the 
interim committee on revision of laws for 
a public hearing on Tuesday, March 27, 
A delegation from the Alabama Associa- 
tion of Credit Executives spoke on be- 
half of the proposed law. Also represen- 
tatives of the Automotive Wholesalers 
Association of Alabama and of the Whole- 
sale Grocers of Alabama spoke for it. 

The committee voted in favor of the 
proposed law. 

The question of par-clearance has been 
raised in Alabama time and time again 
and the Alabama Association has been 
waging a continuing fight for complete 
par-clearance throughout the State. There 
have been several banks which voluntarily 
went on a par basis but there still remain 
140 which do not clear at par. The pro- 
posed par-clearance law has received 
wide and favorable publicity in the Ala- 
bama newspapers. 


Television Is Subject 
Of Milwaukee Meeting 


Milwaukee: Fred J. Van Zeeland, di- 
rector of the College of Electrical En- 
gineering, Milwaukee School of Engineer- 
ing, addressed the Milwaukee Associa- 
tion’s noon luncheon club March 22 on 
“The color television story.” 

The Association’s NIC chapter held its 
regular monthly meeting March 12. The 
members heard John C. Partee, econ- 
omist of the Federal Reserve Bank of 
Chicago, speak on the role of credit con- 
trols in the present emergency. 


Terre Haute Credit Men 
Hear From Representatives 

Terre Haute: Two senators, Jack 
O’Grady and Leonard Conrad, and three 
representatives, Richard Cronin, John 
Ryan and Walter Maehling, of the In- 
diana Legislature, were guests and speak- 
ers at the March 16 noon meeting of the 
Terre Haute Association of Credit Men. 

Each spoke on what has been accom- 
plished during the last session and af- 
swered questions on members’ recom- 
mendations. 


Galloway Heard on Customer 
Relations at Rochester 


Rochester: R. Lynn Galloway, general 
credit manager, Eastman Kodak Contr 
pany, spoke on customer relations at the 
March meeting of the Rochester Asso 
ciation of Credit Men. 


2 

Nashville: William J. Petway, credit 
manager of McKesson & Robbins, Inc, 
since 1917 has retired and will be suc 
ceeded by Thomas P. Anderson June 1. 

Mr. Petway is one of the oldest mem- 
bers of the Nashville Association of 
Credit Men which he has served as direc 
tor and vice-president. 
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Amendments to N.A.C.M. Bylaws being 


Presented at 1951 Convention in Boston 


S NOTED in the January 

and April issues of CREDIT 

AND FINANCIAL MANAGE- 
MENT, amendments to the Bylaws of 
the National Association of Credit 
Men will be submitted for vote by 
the delegates during the 55th annual 
Credit Congress. The proposed 
amendments follow. This is the sec- 
ond publication of these proposed 
amendments. 


Increase Districts to 12 


1. Section 6 (a) of Article III of the By- 
laws shall be amended so that it reads as 
follows: 

“For the purposes of voting at regular 
and special meetings the membership of 
the Association shall be divided into 12 
electoral districts as follows: 


District 1. Maine, New Hampshire, Ver- 
mont, Massachusetts, Rhode 
Island, Connecticut. 

District 2. New York, New Jersey. 

District 3. Pennsylvania, Maryland, Del- 
aware, Virginia, West. Vir- 
ginia, District of Columbia. 

District 4. Georgia, Florida, North and 
South Carolina, Alabama. 

District 5. Indiana, Lower Michigan. 

District 6. Illinois, Wisconsin, North 
Michigan. 

District 7. Kentucky, Tennessee, Ohio. 

District 8. Missouri, Arkansas, Louisi- 
ana, Mississippi, Kansas. 

District 9. Iowa, Minnesota, Nebraska, 


North and South Dakota. 

District 10. Colorado, Utah, Montana, 
Idaho, Wyoming. 

District 11. Texas, Oklahoma, New Mex- 
ico, Arizona. 

District 12. California, Nevada, Oregon, 
Washington, Hawaii. 

“The preceding districts shall further 
be grouped into three major Divisions as 
follows: The Eastern Division which shall 
include Districts 1 to 4; the Central Divi- 
sion which shall include Districts 5 to 9 
and 11; the Western Division which shall 
include Districts 10 and 12. 


Provides for 27 Directors 


2. Sections 2 annd 3 of Article V of the By- 
laws shall be amended so that they will read 
as follows: 


“Section 2. Number. The Board of Di- 
rectors shall consist of 31 persons all 
of whom shall be direct or affiliated 
members, or designated representatives of 
such members of the Association in good 
standing, and shall include the President 
and three Vice Presidents of equal rank, 
elected to represent the three major Divi- 
sions of this Association. The remaining 
@ directors shall be chosen to represent 
the 12 electoral districts specified in Arti- 
le III, Section 6, of these Bylaws, pro- 


vided, however, that there shall be at 
least one but not more than three such 
directors chosen for each of said districts, 
and that not over 50% of the entire mem- 
bership of the Board of Directors may 
come from any one division. 


“Section 3. Election and Term of Office. 
One-third of the total number of directors 


NOTICE 


x required by Article XIV of 
the bylaws of the National As- 
sociation of Credit Men notice is 
hereby given that the Syracuse As- 
sociation of Credit Men, the Jack- 
sonville Association of Credit Men, 
the Baltimore Association of Credit 
Men and the New Jersey Associa- 
tion of Credit Executives will pre- 
sent at the annual convention of 
the National Association of Credit 
Men the following proposal as a 
substitute for item 3 of the amend- 
ment proposed by the National 
Board of Directors: (See notice 
of proposed amendments published 
in CREDIT AND FINANCIAL MAN- 
AGEMENT in the January and April, 
1951, issues.) 


“Article IV, Section 1 shall be 
amended to read as follows: 

“Section 1. Affiliated Associations. 
Each affiliated Association shall pay 
to this Association dues at the rate of 
$8.50 per annum for each member of 
such affiliated association. Such dues 
shall be payable on a pro rata basis on 
the first day of each month, and shall 
be based on the membership of the 
affiliated association as recorded in 
the office of the Secretary of this 
Association on the date on which each 
instalment is payable.” 

6 


The secretary-managers of the 
Eastern division, at their meeting 
in Tampa, Florida, March 8-10, 
voted to recommend to their Asso- 
ciations that an additional one dol- 
lar per member be paid annually 
by each affiliated association to the 
National Association of Credit 
Men. They made this decision after 
careful scrutiny of a proposed 
amendment by the National Board 
of Directors (which would have 
taken the form of an added Section 
3 to Article IV) providing for a 
“new member registration fee of 
$10.00.” (See above.) On the ad- 
vice of counsel, to obviate unneces- 
sary legal verbiage, the $1.00 addi- 
tional payment voted by the East- 
ern secretary-managers is incorpo- 
rated into Article IV, Section 1, 
instead of introducing it as a sepa- 
rate Section of Article IV. 
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shall be elected annually by ballot, and 
each director shall hold office for a term 
of three years following the date of his 
election and until his successor is elected, 
but no director shall be eligible for re- 
election immediately following the com- 
pletion of a full term of office; provided, 
however, that nothing herein contained 
shall be construed to shorten the term 
of office of any director elected prior to 
the adoption of these by-laws and pro- 
vided further that of the three additional 
directors to be elected for the Association 
year of 1951-52, one shall be elected for 
a term of three years, one for a term of 
two years, and one for a term of one 
year. 


3. Article IV of the Bylaws shall be amend- 
ed by adding the following as Section 3: 


“In addition to the foregoing annual 
dues a new member registration fee of 
$10.00 shall be paid to this Association 
by or for each direct or affiliated member 
who shall join this Association subsequent 
to June 1, 1951. In the case of a rein- 
stated member the new member registra- 
tion fee shall not be payable if reinstate- 
ment takes place within four months of 
the time the member has dropped for non- 
payment of dues.” 


Changes in Nominations Committee 


4. Sections 1 and 2 of Article VIII shall be 
amended so that they read as follows: 


ARTICLE VIII 
Nominations 


“Section 1. Members. There shall be a 
Committee on Nominations consisting of 
29 representatives of affiliated members 
or of direct members or direct members, 
consisting of the following: The last re- 
tired President of the Association in order 
of availability who shall serve as Chair- 
man of such Committee; the next four 
most recently retired Presidents of the 
Association in order of their availability; 
one member and one alternate from each 
of the 12 electoral districts to be desig- 
nated by the President, with the approval 
of the Executive Committee, and one 
member and one alternate from each of 
the 12 electoral districts to be designated 
by the Councillors within such districts, 
but such alternates shall serve only in 
case of the absence or inability of the 
member. The names of the persons con- 
stituting the Committee on Nominations 
shall be announced in the official publica- 
tion of the Association during the month 
preceding the annual meeting of members. 

“Section 2. Duties: The Committee on 
Nominations shall recommend to the an- 
nual meeting the name of one candidate 
for President one for Vice President from 
the Eastern Division, one for Vice Presi- 
dent from the Central Division, and one 
for Vice President from the Western 
Division, and for 9 directors, and for the 
filling of any existing vacancies among 


the officers or directors of the Associa- 
tion. 


Alternate Proposal on Connecticut 
5. Section 6 (a) of Article III shall be 
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amended so that the State of Connecticut 
is included in District #1 instead of Dis- 
trict #2. 

Note: In case of the adoption of the first 
proposed amendment it will not be necessary 
to vote on the fifth amendment having to 
do with the change of the State of Connect- 
icut from District #2 to District #1. If 
the first amendment is not adopted then a 
separate vote may be taken on this fifth 


proposal. 


NOTICE 


During the 55th annual Credit Con- 
gress the Associations in the Western 
Division will propose that Article III, 
Section 6, of the NACM bylaws be 
amended so that the membership of the 
Association shall be divided into 13 
electoral districts. This proposed divi- 
sion would supersede the proposed divi- 
sion into 12 districts put forward by 
the National Board of Directors. (See 
page 32. 

The Western Division proposes that 
the re-districting as set out by the 
National Board be followed as far as 
concerns the prospective districts 1 
through 9; that district 10 would con- 
sist of Oklahoma and most of Texas; 
that district 11 would consist of New 
Mexico, Colorado, Utah, Montana Wyo- 
ming, El Paso, Amarillo and Lubbock, 
Texas, and Boise, Idaho; that district 
12 would include Arizona, California, 
Nevada and Hawaii, and that district 
13 would include Oregon, Washington, 
and all of Idaho except Boise. 

As a result of this redistricting the 
Western Division will propose that the 
Eastern Division shall include districts 
1 through 4, the Central Division 5 
through 10 and the Western Division 
11, 12 and 13. 

These proposals would also include 
the increase from 29 to 31 representa- 
tives on the National Nominations 
Committee. 


The proposed amendment, as worded in 
the above box, is a condensation of the 
actual proposal which the Western division 
will present to the credit congress. In the 
original version the local associations in 
each state and the membership figures 
and votes of these associations mentioned 
in paragraph two are enumerated. 

Voting on the proposed amendments will 
take place during the first general session 
of the convention. Time has also been al- 
lowed during the final session if delegates 
are unable to reach a decision during the 
first session. 

These proposed amendments are re- 
printed here to satisfy the requirements 
of Article XIV, Section 2, of the bylaws 
as adopted during last year’s convention, 
that “any proposal for the amendment .. . 
of these bylaws shall be... published in the 
official publication of the Association . . .” 
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One-Man Business Clinic 


(Continued from page 17) 


sponsibility of operating a retail en- 
terprise—whether he be the pro- 
prietor or the paid manager. It is a 
real man-sized job. It is a complex 
job of management requiring a di- 
versity of knowledge and experience 
te be successful and avoid failure. 
It is sometimes said that business 
failures are the result of many di- 
vergent factors such as inexperience, 
lack of working capital, inventory 
speculation, changes in styles, hab- 
its, changes in techniques of produc- 
tion and distribution, etc. Looking 
beneath the surface it is always dis- 
covered that these factors are but 
the outward expression of the limi- 
tation and inability of management. 
Only where management ts incom- 
petent does a concern go under. A 
constant change is always in proc- 
ess, a change which is usually qui- 
etly taking place in the method of 
operation. A business enterprise re- 
flects the guiding hand of the man- 
ager and manifests his skill or in- 
eptitude. 

Before anyone can be presumed 
competent to handle a series of im- 
portant problems, he must know that 
these problems exist. This can only 
be done by a serious study of the 
records of the business. Every pol- 
icy and decision of any executive 
staff has its reflection somewhere 
in the assets and liabilities of the 
balance sheet, the surplus account, 
o1 in the profit and loss statement. 
and is consequently disclosed by the 
healthy or unhealthy proportions of 
the various assets, liabilities, and ex- 
penses of the enterprise. 


Must use available tools 


No businessman today can stay at 
the helm of a modern, complex busi- 
ness and pilot it among the shoals 
of even ordinary business problems 
and expect at the end of the year to 
reach his goal of having achieved a 
profit, unless he uses every scientific 
tool available to him. It is a con- 
tinual source of amazement to me 
when I find an individual risking all 
of the firm’s assets—with little or 
no knowledge of his problems, and 
of the jeopardy in which he is plac- 
ing these assets. He is not being 
fair to his business, his suppliers, 
his creditors, and most of all, he is 


very unfair to himself and to his 
family who look to him for success 
in his efforts. 

The lush war era and post-war 
era with the present period of in- 
flation have caried many merchan- 
disers on and upward. Rising in- 
ventory prices, quick turnover of 
receivables, etc., have lulled and are 
lulling many people into a false 
sense of security and complacency, 
These same conditions which have 
been making many people wealthy 
will most certainly bankrupt many 
ot them unless they are cognizant 
of the situation to the extent of 
being constantly on the alert with 
proper internal controls. 

It is during this period that many 
of us in the credit field have a tend- 
ency to back off, ease up, and slow 
down, because, generally, we are 
getting our money and it appears as 
if we will continue to get it easily 
for the next couple of years, at least. 

It is during periods such as these 
that the aggressive, forward think- 
ing credit man can do the most and 
perhaps render the greatest service 
to his customers. It is a time to 
raise credit standards and standards 
of methods and procedure. Educa- 
tional programs can be established 
and maintained for the better under- 
standing of credit problems. We can 
take unto ourselves and assume the 
responsibilities of financial manage- 
ment counselors. We can become 
separate one-man business clinics. 
Who should be better qualified by 
experience and knowledge than we 
people who have spent our lifetimes 
in our own particular industries? 


Credit Policy For 
Over-Bought Market 


(Continued from page 12) 


tled price and supply conditions for 
some time yet and until buying is 
back to normal, we at Day’s are 
convinced that interest-bearing in- 
voices are preferable to carrying 
overdue accounts and more practical 
to all concerned than a policy of 
long-delayed delivery of merchar- 
dise. 

Under any circumstances, ovf 
credit losses at Day’s are so negligt 


CREDIT AND FINANCIAL MANAGEMENT, May, 195! 

















i 
1- 


W 


as 
ly 
st. 
se 


nd 
ice 


rds 


Ca- 


ler- 
can 
the 


ge- 


ICS. 
by 
we 

mes 

ies! 


s for 
1g is 
; are 
x if- 
rying 
ctical 
vy of 
chan- 


our 
soligi 





bie as to be infinitesimal, and for 
these two reasons: (1) Insistence 
upon adequate financial statements 
and (2) continual “policing,” or 
vigilance Over our accounts. 

From the minute a retailer opens 
an account with us, we have a con- 
tinuing picture of his financial posi- 
tion. At the outset, the salesman 
serving him is given a New Account 
Information form which he is asked 
to fill out and return with the cus- 
tomer’s initial order. Along with the 
necessary facts to enable us to fill 
that first order, the salesman checks 
points which describe the location of 
the store, its construction, its inte- 
rior, location, local business condi- 
tions, and the salesman’s opinion of 
the retailer’s business ability. There 
is space for listing of three refer- 
ences given by the retailer and we 
check all of them immediately, by 
postal card, as a matter of routine. 

The reverse side of this form car- 
ties a list of merchandising and ad- 
vertising aids for the dealer. Our 
salesman explains them to the re- 
tailer and checks off what pieces the 
two of them decide will be needed. 
These are mailed to the dealer as 
son as his first order is credit 
checked and shipped. The dealer’s 
Dun & Bradstreet rating, if any, is 
included on the form. However, the 
actual information on his financial 
condition is sketchy, although the 
salesman’s opinions as expressed by 
him on the form do give us a fairly 
good general picture of the store 
operation and the responsibility of 
the management. 


Use NACM financial statement 


As soon as the customer’s orig- 
inal order is recived by us, we delve 
deeper into his credit and financial 
structure by mailing him a financial 
statement which he is asked to fill 
out and return immediately. This is 
accompanied by a letter thanking 
him for that first order, of course. 
We insist that all financial  state- 
ments be mailed to us, rather than 
be handed a salesman. 

To some it may seem like a small 
matter, a point for quibbling, but it 
has been my experience that a man 
's much more unlikely to willfully 
distort his financial statement when 
te knows it is going through the 
mail. Mail fraud laws are a deter- 
rent to making false financial state- 
ments. Rarely, perhaps never, will 
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the threat of prosecution under mail 
fraud laws be necessary, but the fact 
of their existence works for keep- 
ing a man honest who may have de- 
signs to the contrary. 

We use the National Association 
of Credit Men forms, printed up in 
5000-lots in envelope style for re- 
turn mailing. These statements are 
requested from our customers the 
first of every year; from all save 
such accounts that bear an AAAI 
rating in Dun & Bradstreet. Mailed 
out as a matter of routine, they usu- 
ally are returned to us by February 
1. If they are not, a personal letter 
is sent out requesting them. 


Statements carefully scrutinized 


Many retailers have found it to 
their advantage the fact that we 
scrutinize these statements closely 
for weaknesses in their business 
operation. This is done not only for 
our own protection, but with the 
view toward the possibility of as- 
sisting the customer to become a 
better business man, or to correct 
some condition that is working 
against him by reducing his net 
profit. 

For example, I have found that 
high rent is one of the most common 
hazards a men’s wear retailer faces. 
When this gets to be six per cent, 
or higher, of his gross sales, I know 
the time has come to advise him to 
find a way to lower it. This may be 
done through negotiation with his 
landlord, or perhaps the same end 
may be gained by reducing other 
operating costs to compensate for 
the high rent factor. When a dealer’s 
gross profit is 36.5, for example, and 
his operating expenses are 29.5 per 
cent, he has a net profit of seven 
per cent, which is a healthy enough 
position. 

This margin is narrowed danger- 
ously, however, when just one cost 
item, such as rent, gets out of line. 
If the retailer does not adjust his 
mark-up to take into account his 
higher expense percentage, his net 
will necessarily drop. Such weak- 
nesses are readily detected through 
a study of financial statements and 
more often than not it is the dealer, 
not us, who benefits by our advise. 


Visit accounts frequently 


Good financial management is the 
basis for a healthy credit condition 
and I believe one function of a 


credit man and comptroller is to 
offer what assistance to the dealer 
he can along that line. Beyond that, 
I find it to the advantage of my 
company to keep in close contact 
with our accounts by visiting them 
frequently. Aside from the fact these 
visits are goodwill gestures which 
should not be minimized, they are of 
intrinsic value in building closer 
wholesaler-retailer ties, relationships 
that acquaint me with a retailer’s 
problems and his entire operation, 
keeping me fully aware of his credit 
and financial position. 

Perhaps this policy of keeping in 
close touch with our customers is 
responsible for the workability of 
our six per cent interest plan, I 
don’t know. I do know, however, it 
would have been difficult to inaugu- 
rate it had I not been on familiar 
terms with a good percentage of our 
retailers. 


You're the doctor! 
(Continued from page 25) 


come to a definite conclusion. Per- 
haps many-credit men will disagree 
with me but it is my opinion that if 
we have a sizable interest and we 
permit that customer to get into 
bankruptcy, then we have some- 
where along the line failed in our 
job. I feel very deeply about this. 
Of course there will be varying ex- 
ceptions to a statement as broad 
as this but in a general way it ap- 
pears to me that if a customer in 
whom we have a substantial interest 
gets into the bankruptcy courts, we 
have ourselves failed as well. 

A bankrupt estate of twenty thou- 
sand dollars, when liquidated at 
forced sale, will bring only a frac- 
tion of its value, say about five thou- 
sand dollars in usual cases. What is 
finally realized in cash is distributed 
pretty much along a sad, well-known 
pattern to credit men. The attorney 
for the bankrupt gets his cut. The 
attorney for the trustee will get a 
sizable slice, particularly if it is an 
involuntary case. The trustee will 
get his share, the referee his fees and 
commissions, and after taking out 
the expenses of administration, ad- 
vertising, the auctioneer’s expense, 
etc., the poor creditors will receive 
as a dividend (and what a term that 
is!) a check which occasionally 
might buy a few postage stamps. 
WHY do we let this happen? 





Creditors should stick together 


Why can’t we have a closer con- 
tact with these problems? Why 
can’t we have a closer contact with 
the creditors and SAVE more of 
these people? I believe it is possible, 
with few exceptions, to save most of 
them. If, after a meeting of creditors 
and a thorough examination of all 
the facts, it is determined best to 
liquidate the business, then all of the 
assets can be best conserved and 
disposed of through a creditors’ 
committee than in any other way. 
After all, are they not themselves 
handling their own money? 


In the case of any retail business, 
as an example, the inventory at cost 
will show some attractive prices at 
retail. In the present retail market, 
assuming that as little as 75% of the 
inventory is reasonably fresh and 
desirable merchandise, can it not 
easily be seen what a bargain on the 
retail market that merchandise 
would be if sold even at cost—usu- 
ally around forty percent below the 
customary retail price? 


Many times, through creditors’ 
meetings and a close study and 


understanding of the debtor’s prob- 
lem, a business can be saved. Sav- 
ing a business will, more often than 
not, save a customer as well. This 
is our duty, to our profession and 
our employers, to the debtor and to 
ourselves. 


Get the facts 


To sum up, dig into your past due 
accounts. Nine times out of ten 
your past due friend is more wor- 
ried than you are. Go to see him. 
Get the facts and analyze them. If 
he needs help, it is your duty and 
your job to give it to him. If he 
refuses your help and you can see 
your money slipping away, get busy. 
More often than not these problems 
will work themselves out best 
through a meeting of creditors. Nat- 
urally, if the distress is not too 
great, you will take definite action 
and get your money quickly by 
working alone. But in all other cases, 
if the rats are running through the 
debtor’s place of business, by all 
means don’t let him continue to slip 
and wind up in the bankruptcy 
courts. Don’t throw your money 
away. It is not necessary. 


What does it mean? 


(Continued from page 21) 


Have equipment items been pur- 
cased on lease-contract? Secured by 
chattel mortgage? Original amount? 
What date? Balance due? Payment 
requirements ? 

If a manufacturing business, do 
machinery and tools in this kind of 
business become quickly obsolete or 
worn out? 


Intangible, yea unreachable 


Intangible Assets are not avail- 
able for the payment of the debts of 
a going business. Those which might 
have some salable value (such as 
patents, copyrights, etc.) are usually 
needed in the operation of the busi- 
ness. When found on a financial 
statement, intangible items are like- 
ly to be valued not at what they cost 
when purchased or developed but at 
somebody’s more-or-less optimistic 
notion of what they might be sold 
for to some imaginary purchaser at 
some unforeseen time. In orderly 
liquidation the imaginary person 
might materialize with a probably 
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less favorable offer, but in forced 
liquidation these nebulous values 
disappear like snowflakes falling in 
open water. 


The presence of intangibles under 
numerous titles or in substantial 
amounts on a financial statement 
may be considered an index of the 
inadequacy of more substantial as- 
sets as viewed by the management. 
If the management feels the need 
of blowing up the actual net worth 
of the business by extra huffs and 
puffs such as the following, maybe 
we ought to take a more scrutiniz- 
ing look at the relationships on the 
statement, and perhaps even at the 
principals themselves : 

Goodwill. Existence of this item 
on a statement is only legitimate by 
good accounting procedure if the 
unit making the statement bought 
another business and paid more 
than book value for its net assets. 
Even then the item should be on 
its way out by a systematic amortiz- 
ing process. 


Patents, copyrights, mailing lists, 
catalogs, trade-marks, franchise 
rights, formulas, leaseholds, organi- 
zation expense. If these appear on 
the statement, their stated value 
should be no more than their actual 
cost. Any estimated realizable value 
is out of order. All of them should 
be in process of amortization over 
a reasonably short period. 


(For purposes of credit analysis 
deduct all of these items, including 
goodwill, from net worth.) 


Treasury stock, the corporation’s 
own capital stock which it has re- 
purchased, should also be eliminated 
from the assets. Deduct it from 
outstanding stock shown on the 
other side of the statement, and thus 
reduce Tangible Net Worth. 


E HAVE completed* a 
rather extensive exami- 
nation of the usual asset 


accounts which appear on a financial 
statement. The over-all point of 
view was: (1) What items were in- 
cluded in these accounts which, for 
credit purposes, belong in other 
categories? (2) What items were 
included which, for credit purposes 
should be completely eliminated? 
(3) To what extent has the value of 
these assets been overstated ? 


It will be noticed that while this 
discussion undertakes only an ex- 
tensional evaluation of the items on 
a financial statement, leaving ratios 
to another chapter, we did consider 
two relationships, namely sales to 
accounts receivable, and sales to in- 
ventory. The purpose of introduc- 
ing these two relationships seem- 
ingly before their time was to esti- 
mate the age of receivables and age 
of inventory in order to arrive at 
something close to their actual value 
and to adjust the statement if need 
be. 


For it is the author’s arden! 
theme song that before financial 
statement ratios can have any but a 
very misleading significance, all nec- 
essary adjustments should first be 
made. The ratio, Inventory to Net 
Working Capital, cannot be trusted 
if both the inventory and the ne 
working capital are inflated by the 
dead value of unsalable merchandis¢. 


*See the January issue of Crepit AN? 
FINANCIAL MANAGEMENT, Page 18. 
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Tangible Net Worth should be re- 
duced not only by intangible items, 
but by any other discoverable over- 
statements before it is compared to 
other items on the statement. Other- 
wise you are doing tricks with mere 
figures, not studying the relation- 
ships of what they stand for. 


Liabilities 


Turning our extensional ques- 
tions now toward the liability side 
of the statement, our point of view 
in a sense becomes reversed. We 
are looking now not for over-state- 
ment but for understatement. 

Accounts Payable we examine 
to learn whether it includes only 
amounts due to vendors for goods 
and services purchased, and whether 
precautions were taken to be sure 
that all such amounts were in- 
cluded : 

Were accounts payable verified as 
to completeness and accuracy by 
direct correspondence with vendors 
and suppliers of record? Was this 
done by an independent auditor? 
Did auditor check to insure that 
all goods that were inventoried had 
been billed by the vendor, and that 
all such bills were entered on the 
books as accounts payable on or 
before statement date? Were in- 
voices for goods in transit included 
in accounts payable if this merchan- 
dise was counted in the inventory ? 


Payable to whom? 


Did accounts payable include any 
amounts due customers for claims 
and adjustments? (Carry as a sepa- 
tate current liability item.) 


Did accounts payable include any 
debit balances for amounts due from 
vendors, such as for returned mer- 
chandise? (If any substantial 
amounts, carry as a miscellaneous 
asset, and increase payables accord- 
ingly. ) 

Did accounts payable include any 
debit balances resulting from ad- 
vance payment for merchandise not 
yet delivered? (Transfer to cur- 
tent assets and increase Accounts 
Payable accordingly.) 

Were any amounts due to leased 
departments included in accounts 
payable? (List as a separate cur- 
tent liability and decrease Accounts 
Payable accordingly.) 

Were any of these payables se- 


HOW IT FEELS 


cured? By what? By any of the 
assets listed on this statement? Is 
this business of a kind that would 
ordinarily buy services or materials 
that would expose its assets to a 
mechanic’s lien if not paid for? Did 
any such liens exist at statement 
date? 

Upon what purchase terms does 
this firm ordinarily buy its goods 
and services? To what discount are 
these liabilities subject? 


(Consult operating statement to see if 
purchase discounts were earned last year. 
Also consult Credit Interchange Reports 
to see if creditors have recently reported 
that discounts were being taken.) 


After the exclusions and adjust- 
ments suggested above, were pay- 
ables no greater than average cost 
of goods sold for the period of pur- 
chase terms ? 


(This question, and the formula given 
below apply to wholesale and retail busi- 
nesses only. A similar measurement for 
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manufacturing businesses, as well as re- 
finements of this rather rough yardstick, 
as here presented, will be discussed next 
month when various aspects of liquidity 
will be examined.) 


Formula: (For retail and wholesale bust- 
nesses) 


Year’s net sales 
Minus Gross Profit* Net pur- 


<< chase terms = 
365 


Average cost of goods sold during 
period of net purchase terms 


(If payables were greater than the answer 
to this formula, unusually large purchases 
may have been made in the month pre- 
ceding statement date. Or some of the 
payables may have been past due. Study 
your supplementary information for cues 
on peak-season buying. Consult Credit 
Interchange Reports for possible slow- 
ness in the several months immediately 
preceding statement date. 

If payables were about equal to the an- 





*Use industry gross-profit percentages to 
estimate gross profit when actual figures are 
not available. 
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swer to this formula and no peak pur- 
chases had been made, discounts, if avail- 
able, were probably being passed. Or, if 
they were being taken, accounts not sub- 
ject to discount were probably running 
past due. (See Credit Interchange Re- 
ports.) 

If payables were smaller than the answer 
to this formula, discounts were probably 
being taken. If Credit Interchange Re- 
ports for this period show that discounts 
were being forfeited, or that creditors 
were reporting slow payments and past 
due accounts, payables may have been 
accidentally or deliberately understated 
on the balance sheet. Investigate further.) 


In marginal risks, or when a sub- 
stantial portion of accounts payable 
appears past due according to this 
formula, ask for a complete list of 
accounts payable showing all due 
dates. 

How many creditors are shown on 
the list? Was the chief indebtedness 
to one or two sources of supply? 
Consult them personally or by 
phone for their attitude toward the 
account. 


Debts owing to banks 


Bank Loans we make the target 
of a number of questions designed 
to throw light on the bank’s opinion 
of the risk and on the function of 
the loan. 

When did the loan originate? 
When will it be due? Has any part 
of the original loan been paid? 

Was it evidenced by single-name 
paper? Secured by endorsement or 
guarantee? Whose? Secured by 
collateral? Secured by assets not 
listed on this statement? By assets 
listed on the statement? What? 

If previous statements are avail- 
able, does a similar loan appear on 
them? Did the bank, when asked, 
indicate that regular clean-ups had 
been made? Or that loans were 
“steady?” From these facts, does 
the bank credit appear to be a sus- 
tained part of working capital, 
rather than temporary financing? 


Why did he borrow? 


Did the bank, when consulted, in- 
dicate the purpose of the outstand- 
ing loan? To finance peak-season 
inventory? Or peak-season receiv- 
ables? To finance building expan- 
sion? Remodeling? To permit the 
borrower to take advantages of pur- 
chase discounts? (Consult Credit 


Interchange Reports to see if he 
did.) 
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If the bank loan was substantial, 
were payables relatively small ac- 
cording to the formula given above? 

Were other forms of financing be- 
ing used at the same time: factor- 
ing, assignment of receivables to a 
discount corporation, private loans, 
etc.? 

Was an amount equivalent to 20 
per cent of the bank loan on deposit 
in the bank at statement date? 
(Most loan officers of banks feel that 
average balances around 20 per cent 
should be maintained by the bor- 
rower. ) 

Has the loan been retired since 
statement date? (Check carefully 
into the circumstances and results 
of this retirement if the loan ap- 
peared to be a sustained part of 
working capital.) 


Other debts 


Notes Payable, Other (usually 
meaning “other than to banks” is an 
item we cannot afford to pass over 
with no questions asked. It is not 
only important to know who those 
“others” are but why the loan was 
obtained. Private loans and dis- 
count financing may be used because 
straight loans from the bank can- 
not be had. 

Who lent the money? 
When is payment due? 


When? 


(If the loan is from a relative or friend 
they may be given preferential payment 
if the management sees trouble ahead.) 


Was the loan in round figures, or 
an odd amount. 


(If an odd amount, it may have been 
given for merchandise indebtedness. ) 


If due to merchandise creditors, 
was this a trade acceptance? Is it 
customary in this kind of business to 
pay for merchandise by note or trade 
acceptance? Was the note required 
by a merchandise creditor? Was 
the note to pay a past due mer- 
chandise debt? When was such debt 
originally due? 


(If any such notes exist for merchandise 
debt whether current or past due, they 
should be added to accounts payable when 
using the formula given above for ana- 
lyzing the possible past due condition of 
accounts payable.) 


Do these notes represent amounts 
due for machinery or fixtures pur- 
chased? Was it secured by chattel 
mortgage on such machinery and 
fixtures. (They usually are, and 


they usually carry an acceleration 
clause which makes the whole delt 
due in the event payments becone 
past due.) 

Do they represent advances from 
officers ? 


Watch for “advances” 


Advances from Officers, or 
loans from officers, or any similar 
title appearing on a financial state- 
ment merits close investigation. It 
may appear as a current liability 
with no explanation, or as a long- 
term debt with the explanation that 
it is “not a pressing obligation.” If 
an officer lends money to his com- 
pany on a long-term basis, or on 
indefinite maturity, he should be 
willing to sign a written agreement 
subordinating its payment to the 
payment of current indebtedness. If 
no such agreement is forthcoming, 
discreet credit treatment requires 
that it be regarded as a current debt. 

Sometimes loans from _ officers, 
like debenture bonds, are used as 
part of permanent capital in lieu of 
capital stock, as a tax-saving meas- 
ure: interest on borrowed money 
can be deducted as an expense ; dlivi- 
dends on capital stock cannot be. 
Such financing is usually easily de- 
tected: small capital - stock issue, 
heavy debenture bonds or officer 
loans. In such cases, creditors should 
require that such loans or bonds be 
subordinated to the debt due general 
creditors. 


Why loans from officers? 


Loans from officers should be 
evaluated, too, in the light of avail- 
able bank credit. If a bank loan does 
not appear on a statement, but if 
loans from officers do, we should 
not, however, jump to the easy con- 
clusion that bank support was not 
available. The bank’s attitude should 
be checked. Sometimes, in a closely 
held corporation, money rates of 
other factors may lead its officers 
to lend their own funds rather than 
to utilize an available line of bank 
credit. Officer-loans in that case are, 
of course, an indication of those 
officers’ confidence in at least the 
immediate future of the business. 
Questions: 

When did the loan originate! 
When will it be due? Secured? If 
of indefinite maturity, have officers 
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subordinated its payment to the pay- 
ment of the debts due general cred- 
itors? If a subordination agreement 
was in effect at previous statement- 
date and before, is there evidence 
that it has not been strictly adhered 
to? (Compare size of the debt on 
previous statements with latest 
statement to see if any reduction 
was made, contrary to agreement.) 

if no bank loan showed on the 
statement, but officers’ loans did, 
was a line of bank credit available? 


Preferred debts 


Accruals should appear on the 
well-prepared statement of almost 
any sizable business. If a business 
unit pays its employees on Tuesday 
of each week, and if the fiscal year 
ended on Friday, wages and sal- 
aries for Wednesday, Thursday, and 
Friday will have accrued, even 
though they would not be payable 
until the first Tuesday in the new 
fiscal year. They should be set. up 
as a current liability, along with ac- 
cruals of other expenses which are 
paid at regular intervals that do not 
coincide with the accounting period. 

It should be observed that items 
that find their way into this category 
are frequently preferred debts in 
event of liquidation: wages, salary, 
taxes. Questions : 

What items have been included 
wder this heading? Salaries and 
wages between last pay-day and end 
of fiscal year? Did any interest- 
bearing indebtedness appear on the 
statement? If so, was accrued in- 
terest set up as an accrued liability ? 
Were accrued taxes, including local, 
State, and Federal, set up in this 
account? If not, were they shown on 
the statement as a separate reserve, 
and included in the current liabili- 
ties ? 

(In this day of multiple taxation, 
itis hard to imagine any business 
that would not have some accrued 
and unpaid taxes at any given date!) 


Other preferred debts 


We have examined most of the 
labilities that may usually be classed 
& current, but there remains a 
stoup which we may describe as 
ust funds payable, which usually 
appear on a statement under more 
pecific titles such as Amounts Due 
Employees (usually savings plans, 
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bond deductions, etc.) ; Taxes Col- 
lected (for taxing units—withhold- 
ing, sales, excise tax, etc.). Such 
items, of course, are to be treated 
not only as current liabilities, but as 
preferred. 

Funded debt, such as mortgages, 
bonds, etc., we find it necessary to 
extensionalize on a number of im- 
portant points : 

When did it originate? When 
due? Payment requirements: how 
often, how much? Original amount? 
Amount paid to date? Have pay- 
ment requirements been fully met? 
Interest rate? Were maturing pay- 
ments for one year following state- 
ment date shown as a current lia- 
bility, along with any overdue 
payments? By what is the debt se- 
cured? If bonds, have sinking fund 
provisions been met? Do bondhold- 
ers have voting privileges in event 
of default ? 


Reserves 


Following the long-term debts on 
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a statement, reserve accounts of 
various descriptions are frequently 
found. Usually they belong else- 
where on the statement: 

Is it a valuation reserve : deprecia- 
tion on fixed assets? (Apply against 
the assets.) Reserve for bad debts? 
(Apply against accounts or notes 
receivable, as the case may be.) 

Is the reserve for specific liabil- 
ities, or accruals? (Treat as a cur- 
rent liability if payable in the year 
following statement date. Other- 
wise, as a long-term liability.) 

Is it a reserve for a specific con- 
tingency? (Treat as a possible lia- 
bility, current or long term as the 
specific contingency indicates.) 

Note that some businesses set 
aside a vague “Reserve for Con- 
tingencies” with no particular even- 
tuality in mind. It is a sort of any- 
thing-can-happen attempt to justify 
to stockholders the withholding of 
dividends. Such a reserve is not a 
liability; it is a part of net worth. 

Sometimes reserves are shown 2n 
statements to indicate the intention 
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of making future capital expendi- 
tures, such as for new buildings, re- 
modeling, etc. Such reserves should 
be treated as a part of net worth, 
since they merely represent a spe- 
cial segregation of a portion of the 
surplus account. The entire financ- 
ing potentialities of the business 
should, however, be examined in the 
light of the intended expansion in- 
dicated by such a reserve, since the 
mere existence of a bookkeeping fig- 
ire called a reserve account does not 
imply the existence of dollars with 
which to execute its purpose. 


What is left? 


Net Worth will already have as- 
sumed a figure fairly close to its 
proper size if all along the adjust- 
ments have been made that have 
been suggested by the extensional 
questions in this and the past two 
months’ chapters. A few questions 
remain to be asked that may bring 
certain unsuspected facts to light: 

If this business unit is a corpora- 
tion, and preferred stock is a part 
of the capital structure, are divi- 
dends cumulative? Were any in ar- 
rears at statement date? What are 
the sinking fund or other require- 
ments, if any, for retirement of such 
stock? Have they been met? 

If this business unit is a proprie- 
torship originated in the past few 
years, was any loan shown due to 
outsiders? If not, has source of 
starting capital been satisfactorily 
explained ? 


(Many times starting capital is wholly 
or partially borrowed, but not reported 
as a liability because the owner considers 
it a personal loan—often from a friend— 
to be repaid “when convenient.” If 
source of starting capital is unexplained, 
or the explanation seems unlikely, investi- 
gate further.) 


Does earned surplus, in the case 
of corporations, or net worth, in the 
case of non-corporations, as shown 
on the immediately previous state- 
ment, reconcile with the latest state- 
ment, after adding profits earned in 
the interim and deducting dividends 
or withdrawals? (If not, ask for a 
reconciliation statement. ) 


With these questions on net werth 
we bring to a close our suggestions 
for extensionalizing a financial state- 
ment. As in other chapters, the ques- 
tions have been made far more ex- 
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haustive than is likely to be required 
in any single case. They have been 
presented comprehensively to be 
used to the extent that the particu- 
lar risk seems to indicate. But in 
any case the wise credit analyst will 
make his credit decisions with full 
awareness that he cannot be sure cf 
what lies behind the doors he didn’t 
open. He can only guess. 

I used to know a credit man who 
examined his financial statements 
with a few quick pencil strokes. He 
cut all the current assets in half 
except cash and Government Bonds, 
then insisted on a two to one current 
ratio, and threw out everything else. 
He saved a lot of ‘time’... 


CONTEST 


(Continued from page 27) 

yzed carefully before the entries 
could be narrowed down to possible 
winners. Then these possible win- 
ners had to be analyzed again and 
again until the committee could 
agree, or at least produce a majority 
opinion, on which one letter was 
the winner. 

“In a task such as this you need 


IF 


Psychology in Credit Letters 
Yardsticks for Credit Management 
Better Customer Relations by Letter 


How to Analyze Capacity to Pay 


Portfolio of Outstanding Credit Letters 


conscientious, willing and able com- 
mittee-members and I can assure 
you that the National Association 
of Credit Men is very lucky in that 
respect. I cannot pay too high tribute 
to the members of the National 
Publications Committee : 

R. Lynn Galloway, Eastman Kodak 
Company, Rochester, New York; 

Albert A. Beste, Koenig Coal & 
Supply Company, Detroit, Michi- 
gan; 

Miss Lillian Guth, Emerson-New 
York, Inc., New York; 

R. J. Fowler, Pendleton Mills, 
Portland, Oregon ; 

Miss Helen M. Sommers, Trojan 
Hosiery Mills, Indianapolis, Ind- 
ana, and 

Roderic M. Wilder, Pass & Sey- 
mour, Inc., Solvay, New York 

“They have been a splendid group 
of people to work with. 

“Once again may I say that it has 
been a privilege for the members 
of the National Publications Com- 
mittee to take part in this contest. 
I hope there will be others soon. 
And again congratulations to all the 
contestants on the fine quality of 
their work.” 


these booklets are not in your office 


library, then it is not complete ! 


Each and every one of these booklets is crammed with the kind of helpful 


ideas that busy credit executives welcome. You'll be astonished at the amount 


of information you will get for such a small cost. Write for your copies today to 


Publications Department 


NATIONAL ASSOCIATION OF CREDIT MEN 


One Park Avenue 


New York 16, N. Y. 


——- 
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Dartmouth in Summer 


There is no more beautiful place than Hanover, 
New Hampshire, in the summer. And in Hanover, 
seat of Dartmouth College, in a setting of match- 
less New England scenery and in a pleasant college 
atmosphere, you can spend two weeks this summer 
which may be the most important two weeks of 
your life. 

The Graduate School of Credit and Financial 
Management gives you that opportunity—an op- 
portu ity to join 150 other mature executives in 


two weeks’ intensive study of credit and financial 
policies and problems. The benefits, to both you 
and your company, will be immeasurable. 

You owe it to yourself to investigate the contribu- 
tions which the Graduate School of Credit and 
Financial Management can make to your future 
advancement and success. A note to the address 
below will bring you an attractive 24-page brochure 
which gives full information. Write today to Carl 
D. Smith, Executive Director. 


Graduate School of Credit and Financial Management 


19 Madison Avenue 


New York 16, N. Y. 
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